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“This | Believe...” 


On Democracy 
By E. B. White 


is the recurrent suspicion 
that more than half of the people are right 
more than half of the time. It is the feeling 
of privacy in the voting booths, the feeling 
: of communion in the libraries, the feeling of 


| vitality everywhere. Democracy is a letter to 
. the editor. Democracy is the score at the be- 
ginning of the ninth. 
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By Frederick G. Macarow 


Vice-President 
The Chesapeake and Potomac Telephone Companies 


Changing conditions in industry are creating new demands 
for management skills. 


N THE PAST several years, this 
| country has witnessed a wave of 
interest in the development of man- 
agement people, particularly middle 
management and line executives. 
This emphasis on management de- 
velopment is now assuming increas- 
ing importance. For, though we 


2 


have come through periods of great 
change in recent years, we now 
stand upon the threshold of still 
greater changes, which willcreate new 
demands and opportunities for man- 
agers with broad leadership skills. 
The development of powerful 
machinery and equipment has add- 
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ed a thousandfold to the strength 
of man’s muscles and the length of 
his arms; consider, for example, the 
amount of work one man can ac- 
complish today with a tremendous 
piece of earth-moving machinery or 
a power press. Moreover, man’s 
mental- activity has been supple- 
mented ten thousandfold by the use 
of such devices as the electronic 
computer and data-processing ma- 
chinery. An electronic computer can 
now accomplish in minutes. what 
would take many man-years to ac- 
complish by more prosaic methods. 
We can scarcely conceive of the 
radical changes and developments 
that will soon have an impact. upon 
our existence. Experiments with the 
application of atomic power are 
moving forward with great rapidity, 
and new sources of energy will 
open even broader horizons of op- 
portunity. Great as the changes in 
the past ten years have been, they 
will be dwarfed in the years just 
ahead of us. This rapidly changing 
tide of human events has placed a 
greater premium than ever. before 
on leadership skills, and it means 
that management must now move 
faster in preparing for the job ahead. 
Managerial action is_ peculiarly 
the same, whether the organization 
be church, state, business, social, or 
family, and whether the product be 
automobiles, wheat, visas, or pub- 
lic-utility services. Every enterprise, 


every organized effort requires or- 
der, managerial technique, and 
leadership. A few men may be nat- 
urally gifted as leaders, but for most 
of us, leadership consists of skills 
that can be acquired—if we are 
willing to devote the necessary time 
and effort to developing them. 


Essence of the manager’s job 


The value of the manager de- 
pends not upon his personal work 
production, but upon the production 
he is able to get from people under 
his supervision and the influence he 
is able to exert upon the people 
with whom he comes in contact. 
Management qualifications may be 
divided roughly into three general 
categories: 

1. Ability to analyze and arrive 
at satisfactory conclusions. First, the 
manager must have the ability to 
analyze a problem, a situation, or a 
set of circumstances and arrive at a 
reasonably satisfactory conclusion. 
The higher he goes in management, 
the more important this qualifica- 
tion becomes. For it is at the top 
levels that the most important and 
far-reaching decisions are made, be- 
ginning with the first fundamental 
decision about the objectives of the 


undertaking. 


2. The second qualification is the 
ability to set up a proper organiza- 
tion, including not only its structure 
but the selection and assignment of 


This article has been adapted from a presentation made by Mr. Macarow before 
the AMA Management Course. 


people to fill the organization. This 
qualification also becomes increas- 
ingly important at higher levels of 
management, because that is where 
organization structure is usually de- 
termined and where final selection 
of people to staff the organization 
is customarily made. 

3. The third qualification is the 
ability to make the organization 
function. To transmit to others the 
objectives, ideals, and decisions of 
higher management, to get those ob- 
jectives and decisions accepted, and 
to get all members of the organiza- 
tion working effectively toward their 
goal and the production of results 
is the key to the success of the un- 
dertaking. This qualification is the 
greatest test of management today 

a “must” at all levels in the man- 
agement team. 

Leadership is interested in how 
people can be brought together to 
work together for a common end, 
effectively and happily. There is a 
difference between command and 
leadership. Commanders direct or- 
ganizations and, in so doing, subor- 
dinate individuals in working to- 
ward organized ends; leaders guide 
and develop individuals so that they 
may better share in realizing group 
accomplishments. 

We might use this as a workable 
definition of leadership: ‘“Leader- 
ship is the activity of influencing 
people to cooperate toward some 
goal which they come to find desir- 
able.” Even with good organization, 
we can never achieve the strongest 


group cooperation unless someone 
makes it all appealing. Someone 
must make the group loyal to the 
purpose. Someone must be able to’ 
show people how they are benefited 
by joining and how they are ben- 
efited by the purpose. That someone 
is the leader. 


Qualifications for leadership 


All the qualities and characteris- 
tics of effective managers can be 
placed in a framework of eight basic 
qualifications of leadership. 

|. Inspiring confidence in people. 
To be a leader, one must have the 
confidence of the people he is to 
lead. To inspire confidence requires 
a number of qualities on the part 
of the leader. The first is a compe- 
tent knowledge of the technical tools 
and processes with which his follow- 
ers work, so that he can instruct and 
develop them in their use. This does 
not mean, however, that the leader 
himself must be an expert. 

Knowledge and understanding of 
the broad policies of the organiza- 
tion are also necessary. People will 
not long have confidence in a leader 


‘who cannot answer their questions 


about policy. Neither will they have 
confidence if the leader bluffs 
through his answers, because bluff- 
ing or lack of sincerity cannot long 
remain a secret. 

The leader must also have a rep- 
utation for keeping his word. He 
must keep his promises if he wants 
to establish confidence. 

Finally, the leader must exercise 


good judgment in all matters, both 
business and personal. The leader 
who believes he can exercise good 
judgment in business affairs, but re- 
fuses to exercise it in his personal 


affairs, will not long remain a 
leader. 

2. Persistence in drivine toward 
the goal. The leader must believe 
firmly in what he is striving to ac- 
complish. He must have the per- 
sistence and perseverance to look 
for methods to attain the goal, try- 
ing one after another if necessary, 
until the right one is reached. 

3. Ability to communicate with- 
out misunderstanding. The leader 
must have the ability to explain the 
goal to others and make it appeal- 
ing to them. This does not mean that 
he must be a persuasive orator or a 
skilled writer, nor that he must 
have a particular degree of educa- 
tion. It is an ability that can be 
acquired. It is important to realize 
the difficulties of communication 


and to guard against the mistakes | 


of the listener. Unless the leader 
can say what he means, there will 
be misunderstanding. 

4. Willingness to listen receptive- 
ly. This attribute often distinguishes 
the leader from the commander. 
There is a difference between listen- 
ing with a closed mind and listening 
with a sincere desire to understand 
and make the best use of the other 
person's point of view. 


5. Genuine interest in people. 


A leader must have a genuine in- 
terest in the welfare of the people 


under his leadership. Such an in- 
terest cannot be simulated or put 
on like a cloak; a lack of genuine- 
ness will sooner or later betray it- 
self. 

6. Understanding people and 
their reactions. A leader must un- 
derstand people and why they act 
as they do—people as individuals 
and people as groups. Some people 
have this faculty intuitively. Others 
must acquire it. It is essential to 
understand that what the individual 
thinks, says, and does is the product 
of many different forces working 
upon him. In this connection, Dor- 
win Cartwright has said: “I have 
become convinced that no small 
part of our trouble in dealing with 
people has resulted from an irresisti- 
ble tendency to conceive of our 
problems in terms of the individual, 
when some larger unit would have 
been more appropriate.” 

7. Objectivity. A leader must be 
careful to be objective and not let 
the sentiments of other people act 
upon his own feelings. This is a 
tough assignment. One way he can 
practice objectivity is to ask him- 
self, “Why? Why does he say this, 
and why does he feel the way he 
does?” 

8. Forthrightness. A leader must 
be forthright. He cannot let people 
wonder what he is thinking. He can- 
not let it be said of him, “He always 
plays his cards close to his chest.” 

Nearly everything that has been 
said or written on the subject of 
leadership can be fitted into the 


framework of these eight qualifica- 
tions. For example, here are some 
frequently mentioned attributes of a 
manager or leader that certainly fit 
into the first qualification—that of 
“inspiring confidence in people”: 
integrity; dependability; freedom 
from the habit of worry; generosity; 
self-confidence and_ self-assurance; 
a strong sense of fair play. 

We could go through a countless 
list of attributes and find that they 
fit into the broad framework. 


The tools of leadership 


The tools of leadership are as 
simple and as basic to the profes- 
sion of leadership as the wheel is 
to our modern civilization. These 
tools must be part of the “kit” of 
every manager. They are neither 
complicated nor difficult to use— 
but it may be necessary to polish 
them up and practice them, because 
many of them have been lying idle 
too long. 

1. Close and frequent contacts 
with people. There is a type of man- 
ager who would rather write a note 
to a subordinate in the next office 
than get out of his chair and stroll 
in for a discussion. This manager 
does not understand that the very 
act of discussion—the interchange 
of conversation—will not only serve 
better in getting across his idea but, 
through giving the opportunity of 
rebuttal, will enable him either to 
sell his idea better or change it if 
he is wrong. Further, this personal 
contact serves to cement the essen- 


tial relationship of real cooperation. 

The leader should take advantage 
of every opportunity for establish- 
ing and maintaining friendly rela- 
tionships with his subordinates. 

2. Keep all interested parties in- 
formed. The leader can forge a tre- 
mendously effective tool to win the 
cooperation of his group by appeal- 
ing to their natural curiosity. He 
will grow in stature with his men 
as he purposefully sets out to keep 
them informed about what is going 
on and how it affects them. Further- 
more, he wil) minimize the problem 
of misinformation. 

There are many ways in which 
this tool can be put to use, including 
individual discussions, group meet- 
ings, and bulletins. The leader 
should seek out these opportunities 
and take advantage of them. 

3. Make sure that all employees 
receive fair, impartial, and consider- 
ate treatment. No one will argue 
about the necessity of this particular 
tool, but unless a conscious effort 
is made to use it, it is surprising 
how quickly it becomes rusty. 
Among. other things, it involves 
granting reasonable requests, mak- 
ing proper use of commendations, 
taking prompt action on all requests, 
and administering any grievance 
procedure properly. 

4. Know what is going on. How 
often is a person faced with circum- 
stances that he thought “could nev- 
er happen here”? 

“In my department, we take 
pride in keeping in constant touch 


with people who are ill.” That state- 
ment was made by a department 
head who thought he: knew what 
was going on. Actually, the only 
contact between the company and 
the employees in the hospital was 
a mimeographed note from a clerk 
who forwarded benefit checks in a 
routine. manner. This leader's re- 
mark was not a willful misstate- 
ment nor an attempt to deceive; he 
just did not know what was going 
on. 

5. Assume full responsibility for 
running your job. There are facets 
of every responsible job that are 
easier to ignore than to cope with. 
They range all the way from merely 
annoying tasks to downright dis- 
tasteful ones. Neglecting such mat- 
ters in a single instance may do no 
great harm, but neglect becomes a 
habit and the results of continued 
neglect are cumulative. It does not 
take too long for members of an 
organization to size up their leader. 
Once they realize that he is unwill- 
ing to face up to his total job, his 
prestige may drop so low that he 
may have trouble rebuilding it. 

6. Talking to people. This is the 
handle needed to use all the other 
tools. For “talking to people” is es- 
sential if we are to maintain close 
and frequent contacts with people, 
keep all interested parties informed, 
make sure that all employees re- 
ceive fair, impartial, and consider- 
ate treatment, know what is going 
on, and assume full responsibility 
for running the job. 


But it is essential to regard it as 
a separate tool in order to appre- 
ciate its importance. If the man- 
ager uses this tool properly, he will 
be better able to understand people, 
help them, and make them enthusi- 
astic members of his team. 


The importance of teamwork 


Closely akin to leadership is 
teamwork. It is not necessarily true 
that if we have good leadership we 
also have teamwork. There is a dis- 
tinction, 

Teamwork cannot exist without 
leadership, but leadership can exist 
without team play. As a matter of 
fact, strong leadership can disrupt 
team play if managers do not thor- 
oughly understand the necessity of 
complementing one with the other. 

Leadership must be coupled with 
teamwork if the purposes of a large 
organization are to be achieved. 
Fortunately, in business itis not nec- 
essary for the action of every part 
of the team to be blended with the 
same precision that is required in 
the playing of an orchestra, for ex- 
ample. There is plenty of room for 
individual initiative on the part of 
the several leaders that make up 
every team. There is even room to 
feel our way by the trial-and-error 
method. 

But everyone experienced in 
leadership knows that often, in the 
interest of teamwork, he must sub- 
ordinate his personal desires to the 
interest of the group. He may be 
anxious to get started in a particular 
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direction, but if the team is not yet 
ready, he must restrain himself. Al- 
though the members of his group 
may need his support today, he 
knows that tomorrow the shoe may 
be on the other foot and he will 
need their support. 

The man who is filling a position 
of responsibility knows that he must 
give his subordinates maximum lee- 
way in determining their own meth- 
ods of approach—that in itself de- 
velops their leadership ability. But 
he must also be sure that when he, 
as the leader, decides that it is nec- 
essary to use a particular approach, 
he can depend on his subordinates 
to work as a team without hesita- 
tion. 

This does not mean that there is 
a conflict between leadership and 
teamwork; on the contrary, the two 
need not be antagonistic. A man- 
agers success as a leader depends 
to a great extent on his success in 
developing the leaders under him— 
the men he must rely on. This be- 
comes more and more important as 
he goes up through the chain of 
leadership and thus becomes fur- 
ther insulated from the thinking and 
feelings of the workers and first- 
level leaders. 


Making decisions 


There is no question that the 
first-level leader knows the workers 
and the local situation. and is usual- 
ly in the best position to make the 
right decision in terms of the needs 


of his particular group. There is also 
no question that the leader at the 
upper end of the chain is- in the 
best position to know how a partic- 
ular decision will affect other groups 
in the organization or other broad 
matters under his consideration. He 
knows how the same situation has 
been handled in other places and 
what the results were. He is thus 
in the best position to make the 
right decision from these wider as- 
pects. 

When the decision is the right 
decision from both points of view, 
there is no conflict of opinion. But 
when a different decision is indi- 
cated from the two points of view, 
the qualities of leadership and team 
play meet their sternest test. The 
right decision may be either one or 
the other—or it may be a compro- 
mise. The only way to insure the 
right decision is for the higher lead- 
er to have a thorough understand- 
ing of the probable effect of the 
decision at the lower levels, and for. 
the lower-level manager to have the 
same thorough understanding of the 
broad implications of the decision 
at higher levels of management. 

Thorough understanding can be 
accomplished only by an interflow 
of communication and consultation. 
There must be mutual respect and 
consideration. Higher-level leaders 
must aggressively and consistently 
inform those at lower levels of the 
problems of the business. Equally 
important, lower-level leaders must 


be completely frank in letting their 
superiors know their opinions. 

With this sort of coordination, in 
most cases, the right answer will 
become obvious and will be accept- 
ed by both levels. In instances 
where the lower-level leader is not 
convinced, of course, the higher- 
level leader’s decision must prevail; 
but even here, there will be a more 
complete understanding. The leader 
whose decision was not accepted 
will know it had thorough consid- 
eration; and the superior’s respect 
for and confidence in his subordi- 
nate will certainly be enhanced by 
the display of teamwork that fol- 
lows. 


A scarce commodity 

The job of a manager is not a 
lazy man’s job. It requires constant 
application throughout his career. 
The leader is important in his job, 
not because of his own production, 
but because he leads people toward 
the achievement of their objectives 
—objectives that must be channeled 
toward an over-all, planned result. 

Whether we call this ability ad- 
ministration, leadership, or manage- 
ment, it is one of our country’s 
scarcest commodities and, at the 
same time, a commodity that will 
be needed in increasingly greater 
amounts to meet the demands of 
our changing times. p 


Variety—The Strength of Life 


[ HAVE NEVER SEEN A MAN who died of old age. In fact, J do 
not think anyone has ever died of old age yet. To permit this would 
be the ideal accomplishment of medical research. . . . To die of 
old age would mean that all the organs of the body would be worn 
out proportionately, merely by having been used too long. This is 
never the case. We invariably die because one vital part has worn 
out too early in proportion to the rest of the body. . . . There is 
always one part that wears out first and wrecks the whole human 
machinery, merely because the other parts cannot function without 


it. 


The lesson seems to be that, as far as man can regulate his life 
by voluntary actions, he should seek to equalize stress throughout 
his being by what we have called deviation, the frequent shifting- 
over of work from one part to the other. The human body—like 
the tires on a car, or the rug on a floor—wears longest when it 
wears evenly. We can do ourselves a great deal of good in this 
respect by just yielding to our natural cravings for variety in every- 
day life. We must not forget that the more we vary our actions, the 


less any part suffers from attrition. 


—Hans Secye, M.D., in The Stress of Life 
(McGraw-Hill Book Company, Inc.) 
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SUPER VISOR’S 
ROLE 


The ideas are there— 
but it takes more than a suggestion box to bring them out. 


NE STORY about employees and 
© the suggestion box concerns 
an airline that was feverishly search- 
ing for ways to lighten expensive 
plane loads. Failing to come up 
with any answers, the company fi- 
nally asked its employees for sug- 
gestions on how to solve the prob- 
lem. A few days later, airline of- 
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ficials found this suggestion in the 
employee suggestion box: “Take 
the pits out of all the dinner olives 
before each take-off.” 

Jokes about employee suggestion 
boxes are nothing new, of course, 
for one of the paradoxes of sug- 
gestion systems is that the longer 
they're around, the more criticism 


/ > \ 3 
\ 
| 
” 4 
THE 
| 
| 


they seem to receive. And even 
though suggestion plans are a mil- 
lion-dollar business today, many 
people remain frankly skeptical and 
feel that employee suggestions are 
more trouble than they’re worth. 

At a recent supervisory seminar, 
for example, a group of 60 experi- 
enced supervisors were asked if 
they thought their companies had 
successful suggestion systems. Only 
three men answered “yes.” One 
man said he was “neutral.” 

“What do you mean, ‘neutral’?” 
someone asked. 

“Well,” he answered. “I think 
some suggestions we get aren't as 
bad as others.” 

Most of the group, however, defi- 
nitely felt their company plans 
weren't paying off and some thought 
the suggestion box should be dis- 
carded entirely. 


Whose responsibility? 


A first reaction to this may be, 
“So what? Supervisors and manag- 
ers don’t have much to say about 
suggestion plans anyway. That's a 
problem for top management and 
all that supervisors can do is to go 
along with company policy.” 

This is true to a great extent. 
Top management does have the 
final responsibility of deciding 
whether to install—or eliminate— 
an employee suggestion system. But 
the supervisor, at the same time, has 
a lot to do with the success or 
failure of such a plan. Being close 
to the worker, the plant supervisor 


or office manager can often encour- 
age or discourage suggestions just 
by the way he acts toward an em- 
ployee with a new idea. And this 
is true whether the company has a 
formal suggestion plan or just: a 
loose arrangement for soliciting 
ideas. It also follows that a sug- 
gestion system, like any other op- 
eration, needs solid support at all 
levels of management if it is to be 
really successful. It’s a rare plan 
that flourishes despite supervisors’ 
objections. 


Common complaints 


What are these objections and 
can anything be done about them? 
Some of the more common com- 
plaints about suggestion plans are 
as follows: 

1. Employees submit too many 
little ideas that don’t pay off. “We 
get lots of suggestions for method 
improvement,” one supervisor said 
recently. “But most of the sugges- 
tions are ten-dollar ideas. What it 
amounts to is that some guy wants 
a light switch moved or maybe a 
new wall plug put in. We seldom 
get anything that pays off big.” 

2. Few employees take the time 
or trouble to formulate an idea 
fully. Even if the suggestion is 
good, the supervisor or manager is 
often called upon to develop it into 
a worth-while project. Which usu- 
ally means more headaches for the 
supervisor. 

3. Employees are inter- 
ested in improving working condi- 
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tions than in increasing plant ef- 
ficiency. “The trouble with our em- 
ployee suggestion plan,” said one 
supervisor recently, “is that most of 
the suggestions we get are intended 
to increase either employee safety 
or employee comfort. Only a few of 
them are intended to save the com- 
pany money.” 

4. Employees often resent it if 
their pet suggestion is rejected. 
They may blame the rejection par- 
tially on the supervisor. Even if 
they don’t blame their immediate 
boss, their morale suffers and their 
work tends to slow down. 

5. Even when a company ac- 
cepts an idea, the employee may be 
unhappy with the size of the award 
or bonus he receives. Often he feels 
his suggestion is worth more than it 
really is. This resentment may be 
taken out on the supervisor or 
manager, regardless of the part he 
actually played in the affair. 

6. Too many suggestion systems 
suffer from lack of control and in- 
adequate records. Almost every su- 
pervisor has heard at least one story 
about the employee who sold his 
company on the idea of shipping 
a certain product in cardboard 
boxes, instead of wooden barrels, 
to save shipping costs. Then, a few 
years later, the same employee 
turned around and _— suggested 
wooden barrels again because 
“they're easier to handle.” Accord- 
ing to the story, of course, the com- 
pany paid him $50 for each sug- 
gestion. 
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Other objections 

Supervisors undoubtedly have 
other objections to suggestion sys- 
tems, although they may not be 
quite so obvious. For one thing, few 
suggestion plans make any provi- 
sion for suggestion awards to super- 
visors and managers. The reason- 
ing behind this, apparently, is that 
supervisory personnel should con- 
tribute ideas as a normal part of 
their job. Some supervisors tend to 
overlook the fact that the seemingly 
untangible returns for their own 
suggestions—the recognition they 
win for themselves—may have a 
considerably greater long-run value 
than the average award. 

Another objection which may be 
difficult to pin down has to do with 
people’s natural resistance to criti- 
cism. Some observers feel that su- 
pervisors and managers may un- 
consciously resent the implication 
that things in their department 
could be improved. Perhaps the 
supervisor fears he will be criticized 
for not having hit upon the idea 
himself. This is, in any case, an 
understandable fear—and one that 
the supervisor may be projecting to 
others when he argues that em- 
ployees will never make a sugges- 
tion that reflects unfavorably on 
their own work methods or threat- 
ens to cut their standard rates. 

Perhaps the real problem, how- 
ever, is that supervisors and man- 
agers may be so close to the situa- 
tion that they lose their perspective. 
In other words, they may become 


so involved in finding the bugs in 
various suggestions that they over- 
look their own stake in the plan 


itself. Employee suggestions can 
become something of a problem to 
management. But a _ well-adminis- 
tered plan also yields many bene- 
fits, especially for the supervisor or 
manager. Here’s how: 

1. A good suggestion system cre- 
ates better employee morale. Not 
only does it foster team spirit, but it 
also stimulates group participation. 
And good morale, past experience 
shows, often means higher produc- 
tion. 

A group of supervisors recently 
voiced many complaints against the 
employee suggestion plans in their 
respective companies. Yet, asked. if 
they thought employee suggestion 
plans should be junked completely, 
one veteran supervisor shook his 
head emphatically. 

“No,” he said. “I think a sugges- 
tion system is valuable even if it 
doesn’t produce a lot of good ideas. 
It increases the employee’s sense of 
belonging more than anything else | 
know.” 

2. A steady flow of suggestions 
from any one department will re- 
flect credit upon the supervisor. Far 
from being critical of a department 
where lots of ideas originate, top 
management is more likely to regis- 
ter approval. The General Electric 
Company stresses this point in its 
booklet, A Message to Supervisors 
about the Suggestion Plan: 

“You may well feel proud,” the 


booklet says, “of a group of em- 
ployees who are submitting a steady 
stream of acceptable ideas, and you 
may be sure that those above you 
will recognize the achievements of 
your group and look upon it as 
a wide-awake, thought-producing 
member of the GE team. A capable 
and stimulating leader gains pres- 
tige because of the added recogni- 
tion given to the people he super- 
vises.”’ 

3. Helpful suggestions can pay 
off in real savings in the super- 
visor’s department. Along with the 
more intangible benefits, employee 
suggestions pay off in dollars and 
cents. Good suggestions can mean 
improved work methods and higher 
production, less waste and spoilage, 
fewer accidents, and better working 
conditions. This increased efficiency, 
and the savings that result, are often 
passed on to other departments un- 
til the entire company benefits. And 
the more a company can improve 
its competitive position, the more 
job security it can offer its employ- 
ees. 


Suggestions mean savings 


Despite the success of their sug- 
gestion plans, however, many su- 
pervisors and managers persist in 
their feeling that the best ideas 
come from top management—not 
from the employees. The main rea- 
son for this feeling is that the aver- 
age employee is unfamiliar with the 
over-all problems of the company, 
that he doesn’t see the big picture. 
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Skeptics argue that approximately 
70 per cent of all employee sugges- 
tions turn out to be _ worthless. 
Looking at this figure from another 
viewpoint, however, one can say 
that about one-third, or one out of 
every three employee suggestions, 
is acceptable. This is a creditable 
batting average in any league. 

Translated into dollars and cents, 
employee suggestion plans make an 
even more impressive showing. In 
1955, for instance, General Motors 
received 228,437 suggestions from 
its employees and paid out a hand- 
some $3,225,741 in awards. Nor is 
this an isolated case. General Elec- 
tric paid employees $680,000 in 
awards during 1953. And the fol- 
lowing year, 1954, Ford Motor 
Company employees harvested 
$750,000 for their suggestions. 

The National Association of Sug- 
gestion Systems reports that its 800 
association members accepted 260,- 
000 employee suggestions in 1955, 
and paid out $7,000,000 in awards. 
Since actual savings are estimated 
at ten times the cost of the awards, 
employee suggestions saved indus- 
try roughly $70 million in 1955 
alone. This is only an approximate 
figure, of course, since some sug- 
gestions are difficult to evaluate 
dollarwise. 

If the suggestion box is such a 
gold mine, then why have so many 
firms discontinued their suggestion 
plans? Critics, naturally, maintain 
that the high mortality rate proves 
that employee suggestions are vastly 


14 


overrated. Many experts, on the 
other hand, say that most sugges- 
tion systems are dropped, not be- 
cause of the low caliber of ideas, 
but because something was wrong 
with the administration of the plan. 


Making it work 


This may or may not be true in 
all instances. Some firms, presum- 
ably, discontinued their suggestion 
plans because they felt that the 
suggestions just weren't worth the 
trouble. Where there is a legitimate 
need for a suggestion system, how- 
ever, the supervisor and manager 
can do a lot to make it successful; 
for example: 

1. Give employees some guid- 
ance, if necessary, on how to write 
up their suggestions in a clear man- 
ner, complete with all the necessary 
information. Sometimes promising 
ideas are rejected or turned back 
for further investigation simply be- 
cause the employee didn’t make his 
ideas clear, or failed to include 
enough details. 

2. Help, if possible, to screen out 
obviously impractical suggestions 
before they reach higher manage- 
ment or committee members and 
consume valuable time and energy. 
Aside from the purely “blue-sky” 
kind of suggestion, an employee 
may come up with one that isn't 
workable because of factors he 
knows nothing about. The super- 
visor can steer the employee's 
thinking into more practical chan- 
nels, since he knows more about 


the over-all operation and has ac- 
cess to information unavailable to 
the worker. 

3. Cushion the blow of a reject- 
ed idea and encourage employees 
to try again. Turning down an idea 
is harmful only if it is done in a 
harsh, negative way. For example, 
when an employee of a large manu- 
facturing firm came up with a sug- 
gestion that almost clicked, the vice- 
president took time out to write 
him a letter explaining why the idea 
couldn’t be accepted and inviting 
him to contribute more suggestions. 


Encouraged by this reception, the 
employee produced a dozen more 
ideas in the next six months. His 
suggestions resulted in an ultimate 
saving of more than $50,000 to the 
company. 

Obviously the supervisor can't 
save his company $50,000 every 
six months, but he can show his 
people that the company is inter- 
ested in what they think. For an 
employee suggestion plan is, among 
many other things, a way of show- 
ing that management cares. p> 

—J.J. 


Orders—Or Double Talk? 


IN GIVING ORDERS, nothing is more confusing and irritating to sub- 
ordinates than a hesitant request that fails to make clear exactly 
what you want done and when. How many times have you 
had a superior embellish his comments with so many parenthetical 
thoughts that you left wondering which were the things that 
must be done, which ones might be done, and which others were 
random ideas that had no exact part in the action he was expecting 


of you? 


Whenever an order can be put in one simple sentence, don't use 
two. Say: “Miss Jenkins, would you please have 100 copies of this 
mimeograph stencil run off?” Nor: “I think 100 copies will be 
enough. We probably won't use more than about 90, so that should 
do the trick. Of course, it’s easier to make more now than to run 
off more of them later, so maybe you could have them do a few 


extra ones.” 


CHARLES A. CERAMI in Successful Leadership in Business 


( Prentice-Hall, Inc.) 


“THE THREE-DIMENSIONAL MAN™: 


Let us understand, then, that it 


should be our aim in learning, not merely to know the one thing 
which is to be our principal occupation, as well as it can be known, 
but to do this and also to know something of all the great subjects 
of human interest. 


—JOHN STUART MILL 
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By Florence White 


You can do something about those “chicken tracks”! 


ORACE GREELEY was reputed to 

have such bad handwriting 
that the printers at his newspaper 
shop were often at their wits’ end 
when he’d hand them a scrawled 
editorial to set at the last moment. 
Then one day, the story goes, a 
printer who happened to be passing 
through town came by the shop and 
asked for a couple of days’ work. 
The overseer, deciding that if he 
could follow Greeley’s scrawl he 
could set any manuscript in the 
shop, handed him a _ particularly 
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undecipherable page. The fellow 
studied it a moment, then strode 
over to the machine and noncha- 
lantly began to set the type. He 
had it done in no time, and every 
word was perfect, so they asked 
him to stay on. Day after day, he 
picked up scrawl that nobody else 
could fathom and cast it into type 
with obvious ease. Finally, as a 
practical joke, the other composi- 
tors applied ink liberally to the feet 
of a chicken and had it walk over 
some sheets of blank paper several 
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times, then left them stacked neatly 
by the man’s machine. When the 
fellow came on shift, he picked up 
the pages as usual, glanced at them, 
and started to set the type with his 
accustomed ease. He worked as 
rapidly as ever, but midway in the 
manuscript he paused, scrutinized 
the page, then, obviously puzzled, 
turned off his machine and walked 
into Greeley’s office. 

“I beg your pardon, sir,” he said, 
“but I cant make out this one 
word.” 

The great journalist peered at it 
a moment. “Dammit, man,” he 
boomed, “anyone can make out that 
word! It’s ‘unconstitutional.’ ” 


“The second R”’ 


Horace Greeley apparently has so 
many counterparts in industry to- 
day that employees in many com- 
panies are going back to school to 
learn all over again how to write 
legibly. The reason behind this re- 
newed interest in “the second R” 
is the more than $70 million that 
business is losing each year as a 


result of illegible handwriting on . 


charge slips and inventory records, 
time required to type unreadable 
handwritten drafts of reports and 
letters, and an uncounted number 
of other errors that can be attributed 
directly to poor penmanship. 

Until recently, for example, the 
Illinois Bell Telephone Company was 
losing up to $50,000 annually be- 
cause operators filled out toll tick- 
ets in scribbles so illegible that they 


had to be tossed out to avoid inac- 
curate billing. The problem was so 
acute that the company, in conjunc- 
tion with the Chicago Board of Ed- 
ucation, initiated a course to teach 
employees to write more legibly. 

After the Minneapolis-Honeywell 
Regulator Company discovered an 
inventory underevaluation of $65,- 
000, caused by someone’s misread- 
ing an inventory clerk’s unclear fig- 
ures, it, too, set up a penmanship 
course for employees. Though these 
are dramatic illustrations, a. grow- 
ing number of firms feel that the 
situation is serious enough to war- 
rant special efforts to correct it. 

But the cost of poor handwriting 
is not confined to business losses. 
The Post Office Department, for in- 
stance, estimates that of the 22 mil- 
lion “dead” letters it accumulates 
each year, over one million are un- 
deliverable because of _ illegible 
handwriting. Every major postal 
station now has at least one clerk 
assigned to “hards’—hard-to-read 
letters. He spends his time poring 
over city directories, postal guides, 
and other directories, trying to fig- 
ure out names and addresses. 

The Internal Revenue Service 
has similar difficulties with tax re- 
turns; banks have trouble decipher- 
ing signatures on checks; and there 
is at least one instance in which a 
will was denied probate because 
it was impossible to locate one of 
the witnesses, whose signature was 
unreadable. 

As: the use of typewriters and 
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other business machines increases, 
we tend to overlook the amount of 
handwriting that is still necessary 
in business and social activities. As 
the Handwriting Foundation points 
out, many small firms can't afford 
expensive machines and gadgets, 
and much of their paperwork con- 
tinues to be done by hand. More- 
over, for some operations it con- 
tinues to be the most economical 
way. And management experts who 
are working to cut down paper- 
work recommend that, whenever 
possible, replies to letters and mem- 
os be handwritten on the original 
correspondence to save time, typ- 
ing, and filing costs. 


Some practical steps 


Consciously or not, most people 
tend to regard their penmanship as 
an expression of their individuality 
and personality, and they resent 
any pressure to change it. Then, too, 
adult handwriting is the product of 
long-established habits and early 
training which may make any radi- 
cal alterations impossible. Still, 
there are some practical steps that 
a supervisor can take to improve 
handwriting in his department: 

1. Impress on all employees 
who are required to do any hand- 
writing that legibility has a direct 
and important bearing on cost con- 
trol. For instance, some experts es- 
timate that it can cost as much as 
$17 to check and review a single 
form or record that contains illegi- 
ble entries. This, of course, does 


not include the costly damage that 
can result if the illegibilities are not 
questioned by the person receiving 
the material.. 

2. Make it clear that legibility 
is expected of employees as part of 
their jobs. This applies particularly 
to workers whose jobs entail hand- 
writing to any important extent— 
especially where the handwritten 
material is used as a basis for action 
by others, or later becomes part of 
the record. Since most poor writing 
is the result of carelessness, the 
handwriting authorities suggest 
making sure that o’s are closed, i's 
dotted, and ?¢s crossed. (Also be 
sure that fs and is do not have 
loops.) All other letters should be 
properly formed and spaced to 
avoid confusion. With digits, most 
errors occur when | and 7, or 3, 
5, and 8 look too much alike. 

3. See that forms and records 
allow enough space for legibility— 
even good handwritings can _ be- 
come bad ones if they are crowded. 
And check the writing materials 
being used. Hard lead applied to 
extremely porous or high-gloss pa- 
per can make the best script look 
like something found on the wall 
of a cave. 

4. Encourage the use of block 
printing where necessary and prac- 
ticable. This may be the only solu- 
tion in the case of serious offenders 
or those whose bad handwriting 
habits have become so deeply in- 
grained that no amount of persua- 
sion will make them change. 
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5. Make use of training mate- 
rials legible business hand- 
writing. One simple and practical 
pamphlet is the Handwriting Train- 
ing Manual which can be obtained 
free of charge, in limited quantities, 
from the Handwriting Foundation, 
1426 “G” Street, N.W., Washing- 
ton, D. C. Very few adult-educa- 
tion programs include courses in 
handwriting, but where such in- 
struction is available, employees 
should be encouraged to take ad- 
vantage of it. 


Managers are no exception 


Finally, on this matter of legibil- 
ity, it might be pointed out that 


managers, aS a group, are among 
the worst offenders. Not long ago 
Life magazine carried a picture se- 
ries showing the “evolution” of a 
man’s handwriting, beginning with 
a sample of his signature when he 
was fresh out of school—a model 
of clear penmanship. With each rise 
in his position, however, his hand- 
writing grew a little bit worse, until 
finally, when he became a ranking 
executive, it had declined into a 
completely unintelligible scrawl— 
which probably works well enough 
for him, assuming his name is print- 
ed on the letterhead and he dele- 
gates to his wife all the notes to the 
milkman. 


BISMARK 
GREETING 
CARD CO. ) 


“Your work, we find, with deep regret, is sadly uninspired. 
With sorrow tugging at our hearts, we have to say, ‘You're fired.’ “ 


—Dun's Review and Modern Industry, 3,57 
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By Herbert H. Meyer and Joseph M. Bertotti 


Public and Employee Relations Research Service 
The General Electric Company 


If you use tests properly, 
they can help you do a better selection job. 


SYCHOLOGICAL TESTS and other 

formal screening methods offer 
no short cut to the problem of find- 
ing the right man for the job—nor 
are they tools for the amateur. But 
if they're properly and cautiously 
used, they can be a great help in 
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selection and placement decisions. 

Managers are beginning to place 
increasing emphasis on “scientific” 
methods of screening, such as, (1) 
special interviewing procedures, (2) 
more thorough reference checks and 
investigations, and (3) psychologi- 


is 
MIS 


cal tests designed to measure cer- 
tain abilities and interests. 

However, there has been a good 
deal of misunderstanding about 
these new selection methods, on 
both sides of the interviewing desk. 
For example, although test results 
are only a small part of a systematic 
appraisal, the candidate may regard 
them as the most critical, decisive 
part. 

Most of us, in fact, tend to be 
apprehensive about taking tests, be- 
cause we associate them with our 
school days, where they were a 
“pass-or-fail” matter. We tend to 
feel that our futures depend on the 
test results, even when we've been 
assured otherwise. 


Tests as a selection tool 


Because of the possible misunder- 
standings, certain facts about psy- 
chological tests should be made 
clear. 

1. What is a test? A psychologi- 
cal test may be defined as a sample 
of performance taken under stand- 
ardized conditions. Usually, this 
sample is carefully selected to rep- 
resent a broad area of performance. 
This point is particularly important, 
for the criticism often leveled at the 
tests is that they don’t measure prac- 
tical performance. We sometimes 
hear the complaint, “What differ- 
ence does it make whether or not a 
man can solve some simple paper- 
and-pencil problems? He doesn't 
have to do anything like that on the 
job.” True enough; but years of ex- 


perimentation have shown that the 
ability to solve these paper-and-pen- 
cil problems is definitely related to 
the ability to perform certain prac- 
tical tasks. 

The word “standardized” in our 
definition deserves special attention. 
An important way in which a psy- 
chological test differs from other 
placement measures is that it can 
be given under standard conditions, 
such as time and place. In this way, 
the candidates’ performances can be 
more directly and accurately com- 
pared. 

2. What can tests measure? Re- 
search studies indicate that tests are 
most valuable for measuring certain 
abilities or aptitudes. The most wide- 
ly used tests are those designed to 
measure “general intelligence” or 
general learning ability. Studies 
have shown that it is difficult to 
judge this ability on the basis of an 
interview—or even on the basis of 
observation on the job. Yet it is an 
important factor in job performance. 

Years of experimentation con- 
firm that the intellectual tasks in a 
“general-ability” test predict cer- 
tain’ aspects of practical perform- 
ance. In other words, people who 
score high on these tests usually have 
the capacity to use good judgment, 
to think ahead, and to make wise 
decisions quickly in various situa- 
tions—all the activities that are 
generally thought to require intelli- 
gence. 

Tests are also a fairly accurate 
measure of abilities for specific jobs, 
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such as the ability to grasp mechani- 
cal concepts, to visualize objects in 
space, or to work with facts or 
figures. These skills would be diffi- 
cult to measure by other selection 
methods, like the interview. 

3. Personality and interest tests. 
Tests are used also to measure in- 
terests and personality traits. But 
interpreting the results of such tests 
requires considerable caution. While 
interests and personality are impor- 
tant factors in determining job suc- 
cess, they are extremely difficult to 
measure accurately. 

The diagram on the opposite page 
shows the degree of accuracy possi- 
ble in measuring different human 
characteristics. Accuracy goes down 
as the characteristics become less 
tangible, and therefore harder to 
measure. Physical characteristics 
like height and weight, for instance, 
can be measured with the highest 
degree of accuracy, and a person- 
ality trait like emotional stability, 
with the lowest. 

One reason that personality tests 
often fail to predict accurately is 
probably that personality traits are 
not always consistent. Our personali- 
ties vary somewhat with the situa- 
tions we are in. We are all ““retir- 
ing” in some situations and “aggres- 
sive” in others. We may show great 
perseverance in one kind of activity 
and very little in another. 

Another shortcoming of these 
tests is that most of them in use 
today are rather transparent to any 
reasonably intelligent applicant. A 


job candidate eager to make a good 
impression can usually see through 
the test—at least to some extent. 
He can indicate certain interests or 
personality traits that he thinks will 
put him in the most favorable light, 
whether or not he actually possesses 
them. 

Although a trained psychologist 
can pick up some valuable clues 
from interest and personality tests, 
he also knows that he cannot place 
too much faith in the validity of 
the scores he gets. For this reason, 
the tests must be administered only 
by well-trained, highly qualified psy- 
chologists and personnel specialists. 
An untrained person’s literal inter- 
pretation of personality-test scores 
could be highly damaging to the 
person tested. 


Other limitations 


There are other limitations in us- 
ing these tests for selection and 
placement, such as the following: 

|. Tests are designed to supple- 
ment other screening methods, not 
to replace them. Tests cannot meas- 
ure all the factors that must be con- 
sidered in a selection or placement 
decision. There are many important 
qualifications that can be evaluated 
only on the basis of other factors, 
such as past performance, educa- 
tion, special training, or demon- 
strated interests. 

Even in the matter of abilities, 
tests indicate only what a man 
should be able to do—they cannot 
measure what he will do. This point 
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cannot be emphasized too strongly. 
However much ability a person has, 
it is of little value to him if, for 
some reason, he cannot apply it to 
his job. Even a top score on an “‘in- 
telligence” test, for instance, will not 
compensate for lack of drive. 

2. Test scores have a relatively 


high margin of error. A further limi- 


tation of tests is the natural ten- 
dency to accept the numerical scores 
as exact measures. We are all ac- 
customed to dealing with physical 
measures where the margin of error 
is insignificant. If a table measures, 
say, 36 inches in length, for all prac- 
tical purposes we can accept its 
length as 36 inches. In a. psycho- 
logical test, on the other hand, there 
is a far greater margin of error. A 
score of 36 may mean a true score 
of something between 30 and 40. 
Hence, small differences in scores 
between candidates are relatively 
meaningless. 

3. Tests alone are inaccurate pre- 
dictors of job success. Even more 
important is the fact that test re- 
sults are. still less accurate in pre- 
dicting the behavior they are de- 
signed to sample. A test may pro- 
vide a reasonably accurate measure 
of mechanical aptitude, for exam- 
ple, but it may be relatively inac- 
curate in predicting success in a me- 
chanical job. 

It is much like the problem of 
predicting weather from a barome- 
tric reading. The barometer may 
provide an accurate measure of air 
pressure, but a prediction of future 
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weather conditions based solely on 
this measure may be relatively un- 
reliable. 

Let’s carry this analogy a step 
further. While the barometer is not 
a highly accurate predictor of 
weather, we can do a better job of 
weather forecasting with it than 
without it. The same principle ap- 
plies in the use of tests for predict- 
ing job success, provided the char- 
acteristics tested are required in the 
job. 

This warning deserves special em- 
phasis. Obvious though this princi- 
ple may seem, tests are often used 
without sufficient attention to spe- 
cific job requirements. Unless we 
have an accurate “man specifica- 
tion” for the position to be filled, 
even the most reliable appraisal 
tools will be of little value in pre- 
dicting success on the job. 

A common error along this line 
is to assume that the higher the score 
on any test, the better the chances 
for success on any job. In some 
jobs, precisely the opposite holds 
true. Thus, people who score high 
on intelligence tests often make a 
poor adjustment to relatively rou- 
tine work. A very high intelligence- 
test score accompanied by a medio- 
cre record of achievement, for ex- 
ample, may indicate that the appli- 
cant is lazy, has poor work habits, 
or has personality problems that in- 
terfere with his efficiency. We would 
try to verify this clue, of course, 
in the interview or through refer- 
ence checks. 


In one study of tests for selecting 


supervisors, the applicants who 
scored either very low or very high 
on a test of “supervisory judgment” 
were found to be the poorer per- 
formers in supervisory jobs. In this 
case, the research study showed that 
applicants scoring in the middle 
range on this test were the best bets, 
even though the test seemed to be 
measuring’ desirable supervisory 
knowledge—or at least the “right” 
supervisory attitudes. 


Making tests work 


If the manager is to use tests 
properly, he should consider other 
information and observe certain cau- 
tions, such as the following: 

|. Accurate specifications.” 
We can't hit the bull’s eye if we 
have not defined the target clearly. 
Appraisal information cannot be 
used for every situation; it is valu- 
able only in predicting success in 
specific situations. The same ability 
or trait may be an asset in one po- 
sition and a liability in another. 

Therefore, the specific require- 
ments for success on the job should 
be spelled out; and test results 
should be interpreted in the light of 
these requirements. 

2. Past-performance records and 
other background information. Test 
results should be presented as a sup- 
plement to these other appraisal 
sources. They should not overbal- 
ance the placement decision. 

3. Strictly confidential handling 
of test results and other evaluative 


information. If findings were passed 


on indiscriminately, they could eas- 


ily be misinterpreted or misused, 
and they could be highly damaging 
to the candidate’s reputation. All 
such information should be strictly 
confidential. 

Particular care should be used in 
passing on an evaluation for a spe- 
cific job opening, when the same 
man later becomes a candidate for 
another job. A man might not have 
qualified for a highly technical posi- 
tion, for example, but might be well 
suited for a managerial job. 

4. Cautious interpretation of per- 
sonality-test findings. As we have 
said, personality tests are generally 
less valid than tests of abilities or 
aptitudes. On the other hand, if we 
accept “testimonial” evidence, per- 
sonality tests seem to be very valid. 
This is because personality traits are 
sO nebulous that almost any pat- 
tern of findings will seem to fit a 
candidate. In other words, we tend 
to see in a candidate the traits which 
the test results say he has. If results 
inaccurately point up personal lia- 
bilities, they could unjustly damage 
the candidate’s reputation. 

In any case, even if we could 
measure personality traits accurately 
we do not know what constitutes the 
ideal personality for an accountant, 
a salesman, a lawyer, a manager, 
or even a company president. Re- 
search studies have shown that men 
with entirely different personalities 
have often been successful in the 
same positions. 
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5. Avoiding emergency evalua- 
tions. All too often, an employee 
has little or no experience with tests 
until some emergency arises, and a 
personnel change that would affect 
him must be made. Perhaps his de- 
partment is being reorganized, or a 
specific promotional opportunity 
arises. If, at this time, he is asked 
to undergo a formal evaluation pro- 
cedure, it may be difficult to con- 
vince him that his future status will 
not be decided on the basis of the 
test results alone. Such emergency 
evaluations often give rise to com- 
plaints, especially by long-service 
employees. They may feel that more 
weight will be given to the test re- 
sults than to their performance 
record. 

6. Careful explanation of the pro- 
gram. Each person to be tested or 
appraised should be given a thor- 
ough explanation of the evaluation 
program, the part that the tests or 
evaluation will play in personnel de- 
cisions, and the potential value of 
the program to him. 

In fact, when formal appraisal 
procedures are used to any extent 
within a department, it is well to 
explain the program to everyone 
who might be involved. This is the 
best way to prevent misunderstand- 
ings. 

The manager should stress the 
fact that tests are not the. only 
source of appraisal information— 
that other sources may be equally 
important. Nothing can damage the 
reputation of the testing program 
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as much as a manager’s using it as 
a scapegoat when he has the unde- 
sirable task of explaining to a can- 
didate why he did not qualify for 
an assignment. 

7. Feedback of evaluation find- 
ings. The results of an evaluation 
should be communicated to the can- 
didate. Failure to report back often 
causes unnecessary apprehension 
about the meaning of the findings. 

Though every person who takes 
tests can benefit from the findings 
if they are presented to him proper- 
ly, it is well to recognize that this 
feedback is not easy. If poorly 
handled, it can do more harm than 
good. 


Raising our batting average 


Though tests may appear to offer 
an easier and quicker way of mak- 
ing selection and placement deci- 
sions, unfortunately this is not the 
case. Properly used, tests do not pro- 
vide a short cut. In fact, with more 
thorough and systematic methods in 
the evaluation program, the mana- 
ger may find that he spends more 
time on personnel decisions. 

Furthermore, using tests does not 
necessarily make selection decisions 
any more clear cut or automatic. 
Tests cannot be used as a substitute 
for good judgment. Actually, the 
additional information they provide 
may make the decision more diffi- 
cult. However, though using tests 
may require more discerning judg- 
ment, the information they provide 
should help make our judgments 


more accurate and more. reliable. 

Finally, it should be emphasized 
that the ‘use of these evaluation pro- 
cedures will not result in perfect 
predictions of performance. Even if 
our measures were perfect—which 
they are not—human behavior is 
not consistent enough for perfect 
predictions. Despite the most ad- 
vanced procedures, we shall con- 
tinue to make some mistakes. The 
important point is: Do we make 
fewer mistakes when we use ob- 


jective and systematic techniques? 


The research study mentioned 
earlier indicated that supervisors se- 
lected on the basis of systematic 
testing methods have shown up far 
better in performance ratings than 
supervisors selected without expert 
evaluation. 

We may conclude, then, that if 
we use more thorough, objective 
methods, we can raise our batting 
average and achieve a better-quali- 
fiedteam. 


Financing Your Retirement 


PLANS FOR A RETIREMENT INCOME of at least moderate size should 
back up your other retirement plans. Of course, even great riches 
do not keep some older people from being miserable. But by and 
large, your chances for a good life in retirement are greatest if you 
have enough income for self-support in reasonable comfort, and 


for at least a few luxuries. 


The work that you do after you retire from your regular job may 
provide some income. But do not count on it in advance. Work in 
retirement should be something you do because you want to, not 
because you have to. It is best to be well enough fixed at retire- 
ment so that you are not tempted to work too much. 

The sooner you begin the easier it is to build up a retirement 
income. So if you are not already working on a plan, you should 
Start one right away. Not only can the necessary savings be spread 
over a longer period, but compound interest—with longer to work 
—can be more effective in reducing the total effort you have to 


make. 


For instance, a man needs about $16,000 in cash at age 65 to 


purchase a lifetime income of $100 a month. At 3 per cent com- 
pound interest and beginning at age 35, you can accumulate $16,000 
at 65 by saving only about $6 a week. But if you start at 45, you 
will need to save about $11 a week. And at 55, you would need 
to put aside about $26 a week, if you could do it. 
The $100 a month—or whatever figure you select—would repre- 
sent a basic income of your own that you could count on. 
—From Look Forward to Your Retirement 
(Chamber of Commerce of the United States) 
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By Lydia Strong 


R AMERICANS, under 35, acci- 
en are the leading cause of 
death today. During 1955, a typical 
year, 93,000 men, women, and chil- 
dren in this country were killed by 
accidents, and more than nine mil- 
lion (or one out of every 17 Ameri- 
cans) were hurt badly enough to 
cause at least temporary disability. 
Every three seconds, someone is dis- 
abled; every six minutes, someone 
is killed. The bill for medical treat- 
ment and lost earnings alone is over 
$10 billion a year. 

Act of God? No. Act of man. At 
least nine out of ten accidents are 
caused by human error and could 
be prevented by a minimum of 
thought and care. Furthermore, 
there’s the important factor. of in- 
dividual predisposition, or prone- 
ness to accidents; some people have 
more than their share. 

Take Jack Barnes and Jim Hertz, 
milling-machine operators in an air- 
craft plant. Both are skilled men in 
their thirties, married, with chil- 
dren. They work on_ identical 
factory machines. | 

Last year Jim made 25 visits to 
the plant’s first-aid department. On 
some of these occasions he had dust 
or steel splinters in his eyes. On 
others he had cut his hands, bruised 
his legs, sprained an ankle; he 
wound up the year by falling down 
a short stairway and hurting his 
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back so badly that he had to spend 
several weeks in bed. 

Jack Barnes breezed through the 
year without a scratch. 

Or take Judy Johnson and So- 
phie Wales, who work side by side 
inspecting small parts for precision 
tools. Both girls are good at the job, 
and the job itself is about as free 
from hazards as a factory job can 
be. Judy never has an accident, but 
Sophie manages to acquire a collec- 
tion of nicks, bumps, and bruises; 
she is seldom seen without at least 
one Band-Aid decorating some por- 
tion of her anatomy. 

Anyone may have an accident, 
but why do some people have so 
many? 

One answer, usually quite inac- 
curate, is to blame accidents on 
“bad luck.” Another cliché is to call 
accident-prone people “neurotic” or 
“immature.” 


The accident-prone personality 


Many attempts have been made 
to pinpoint the personality traits re- 
sponsible for accidents. Now, .an im- 
portant new study, by Professor 
Thomas N. Jenkins of New York 
University, has uncovered a distinct 
pattern of behavior characteristics 
for the accident-prone personality. 

Dr. Jenkins, a research psychol- 
ogist, felt that previous attempts had 
failed because of inadequate tests. 
Over a period of years, he and his 


associates developed a new and ex- 
haustive test measuring basic as- 
pects of personality. 

Next, he got in touch with large 
companies throughout the country, 
requesting their cooperation. Twen- 
ty-three concerns, in such fields as 
aviation, metals, paper, meat pack- 
ing, and machinery, agreed to par- 
ticipate. Personnel men combed 
through plant safety records, se- 
lected “matched pairs” of workers 
in a wide variety of skilled and un- 
skilled jobs. In each pair, one man 
or woman who had had repeated 
accidents was matched with another 
in a similar job who had had few 
or no accidents, even though he was 
exposed to the same amount of risk. 

On company time, the workers 
took Dr. Jenkins’ 720-question test. 
As the returns were analyzed, strik- 
ing differences began to show up 
between accident repeaters and 
nonrepeaters; soon a clear pat- 
tern for the injury-prone person- 
ality became evident. 

Contrary to the opinions held by 
many, Dr. Jenkins found that the 
personality traits associated with 
repeated accidents are not neces- 
sarily “neurotic”; some, in fact, are 
linked to achievement of a high 
order. The accident repeater has 
powerful drives of the very kind 
needed to achieve success—but he’s 
more or less lacking in the neces- 
sary brakes and controls. 


Lydia Strong is Contributing Editor of PERSONNEL and THE MANAGEMENT REVIEW. 
This article has been adapted for SUPERVISORY MANAGEMENT from a feature article 
by the same title which originally appeared in Pageant (Copyright, 1957, Hillman 


Periodicals, Inc. ). 
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People who have repeated acci- 
dents tend to rank higher than non- 
repeaters in approximately 30 per- 
sonality traits, grouped in seven 
principal categories (or, as_ psy- 
chologists call them, subpatterns or 
syndromes). In the test, each trait 
is measured by the combined re- 
actions to a large number of ques- 
tions; a sampling of similar queries 
is presented here. 


The Tests 


Your reactions to items may of- 
fer some indication of where you 
stand accidentwise, as well as some 
important clues for safer living. 


1. Distractibility 


I like to get all the news around 
the shop: (check one phrase below ) 
always almost always often 
sometimes hardly ever never 
I think about my own worries while 
working: 
always almost always often 
sometimes hardly ever never 
I imagine how Id run things if 
I were boss: 
always. almost always _ often 
sometimes hardly ever never 
The accident-prone person may 
be distracted from the job at hand 
in a number of ways. First, his at- 
tention may be pulled away by 
events and conversations going on 
around him; second, he may be dis- 
tracted by his own inner thoughts 
and feelings; third, he may drift off 
in a daydream of what he would 
do if he were in charge. 
For a typist or a salesman, dis- 


tractibility may not be serious; for 
a welder, an auto driver, a mother 
bathing her baby, or a do-it-your- 
self house painter on a tall ladder, 
even a moment of inattention can 
cause an accident. 


2. Lack of caution and personal 
restraint 


I do dangerous things for fun: 
always almost always often 
sometimes hardly ever never 

I say what I really think about re- 

ligion and politics: 

always almost always often 

sometimes hardly ever never 

A bad rule should be broken: 
always almost always often 
sometimes hardly ever never 
Accident repeaters score higher 

than nonrepeaters in their disre- 
gard of the risks involved in a given 
course of action; in personal reck- 
lessness—the willingness to take 
bodily risks; in frankness about 
matters which may be unpleasant 
or embarrassing to others (regard- 
less of the hostility that may be 
aroused); and in a tendency to 
break rules that they consider un- 
important. 

Actually, lack of unwarranted 
caution is a tremendously valuable 
quality, essential to human progress. 
Few important things—from discov- 
ering a continent to building a great 
business to making a major scientific 
discovery—are accomplished with- 
out the willingness to take chances. 

Yet, not every chance-taker auto- 
matically succeeds. The road to the 
West was strewn with the bones of 
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pioneers. Part of the difference be- 
tween success and failure lies in 
circumstances beyond the individu- 
al’s control; but part lies also ir 
the ability to recognize such cir- 
cumstances and to adapt one’s plans 
to them as far as possible. 


3. Independence 


I prefer comfortable -clothes to 
stylish ones: 


always almost always often 

sometimes hardly ever never 
I'd rather be my own boss: 

always. almost always often 

sometimes hardly ever never 
I blow my top: 

always almost always often 

sometimes hardly ever never 


Injury repeaters are more or less 
lone wolves. They join cooperative 
organizations less willingly than 
others; are less inclined to accept 
ordinary social customs and re- 
strictions, and more likely to act 
differently from others for the sake 
of nonconformity. Also, being less 
bound by conventional restraints, 
they are less likely to control their 
tempers when frustrated or upset. 

Nonconformity, like the willing- 
ness to take a chance, is a potential- 
ly valuable trait, but the accident 
repeater carries it far beyond con- 
structive limits. 

As a pedestrian, the nonconform- 
ist is likely to make a game of 
dodging traffic while crossing the 
Street against the light; at work, 
he'll consider safety rules a useless 
impediment to his freedom; on the 


road, a car climbing the hill ahead 
of him is a personal affront. 


4. Lack of sensitivity and shy- 
ness 


If people laugh at me, I can laugh 
back: 


always almost always often 

sometimes hardly ever never 
I like to talk to large groups of 
people: 

always almost always often 

sometimes hardly ever never 


People who have repeated acci- 
dents tend to be less sensitive than 
nonrepeaters; their feelings are less 
easily hurt. If such a man gets into 
a jam he’s more inclined to bull 
through than to back down. Also 
he’s less likely to feel guilty, em- 
barrassed, or ashamed over any- 
thing he’s done. 

For most of us, social stigma plus 
our own sense of shame and guilt 
are a very effective form of punish- 
ment. One of the reasons we obey 
rules is that we fear exposure and 
embarrassment if we don't. 

The accident repeater, being less 
sensitive to criticism either by him- 
self or others, is better able to resist 
social pressure, therefore more free 
to break rules set up to promote his 
safety. At frequent intervals the law 
of averages catches up with him, 
and he has an accident. 


5. Reaction to pain 


I can take my medicine: 
always almost always 
sometimes hardly ever 


often 
never 
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I don’t mind seeing the dentist: 


always almost always often 

sometimes hardly ever never 
I enjoy rough games: 

always almost always often 

sometimes hardly ever never 


Accident repeaters may feel pain 
as much as other people, but their 
test scores indicate that they mind 
it less. Furthermore, a few actually 
get satisfaction from the pain of a 
minor injury. 

Therefore fear of pain, which 
operates as a deterrent to reckless- 
ness for most people, operates to a 
lesser degree—and sometimes in re- 
verse—for the accident-prone per- 
son. 


6. Feelings of superiority 
I can do things very well: 
always almost always © often 
sometimes hardly ever never 
| think I’m superior to other people: 
always almost always often 
sometimes hardly ever never 
It has often been theorized that 
accident repeaters suffer from feel- 
ings of inferiority and inadequacy. 
On the conscious level at least, the 
opposite is true. The repeater is 
likely to believe quite sincerely 
(even though his record shows he’s 
mistaken) that he’s well able to 
cope with life’s everyday problems. 
Far from feeling inferior to others, 
he’s convinced of his superiority. 
These feelings are reflected in his 
behavior. Overconfidence causes 
him to take unnecessary chances, 
which in turn cause frequent acci- 
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dents and injuries. Drivers who 
think they can “beat the light” and 
mechanics who feel they're too 
skilled to need safety guards on 
their machines typify this trait. 


7. Desire for dominance 


I would rather talk than listen: 
always almost always often 
sometimes. hardly ever never 

I take the lead in a social gathering: 


always almost always often 

sometimes hardly ever never 
I enjoy bargaining: 

always almost always often 

sometimes hardly ever never 


The accident repeater is not like- 
ly to be a shrinking violet. Far more 
than. others he seeks the spotlight, 
takes the lead in discussion, and 
tries to get others to do his bidding. 
The accident-prone person is more 
than usually interested in persuad- 
ing, convincing, even outwitting 
others. It’s probable that he en- 
joys high-pressure selling and politi- 
cal debate. 

Also he scores high on power- 
mindedness—that is, he’s likely to 
decide quite firmly and finally that 
a given way of behaving is “all 
right” or “all wrong’; and having 
decided, he’s likely to want some 
law to be made, imposing his stand- 
ards on everybody. 

In other words the accident- 
prone person—like the crusader, the 
reformer, and the bigot—tends to 
have decided opinions of his own, 
combined with comparatively little 
regard for the opinions of others. 


In day-to-day relationships with 
people, this personality pattern does 
not necessarily lead to violence. But 
we live in a machine civilization, 
und machines are much less adapt- 
able than people. When the strong- 
ly dominant person meets up with a 
recalcitrant piece of machinery— 
which to him means any machine 
that does not immediately obey—he 
may try to force it, with disastrous 
consequences. 


Using the Results 


The tendencies described give 
the over-all pattern of the accident- 
prone personality. Not every re- 
peater fits every segment of this 
pattern; some score very high in 
only one or two personality traits. 
However, the higher a person’s total 
score, the more likely he is to attract 
accidents. 

Dr. Jenkins is continuing his re- 
search and extending it to more 
occupations and _ industries, with 
the aim of developing a shorter test 
for measuring accident proneness 
scientifically. 


Such a test would be used pri- 
marily by industry, to keep bad ac- 
cident risks out of dangerous jobs— 
which in itself would prevent many 
accidents. It might also serve state 
governments as a valuable screen- 
ing device in testing applicants for 
drivers’ licenses. 

But the test findings could be 
used also to help individuals. In 
the first place, accident repeaters 
could be made aware of their ten- 
dencies, and thereby avoid hazard- 
ous occupations. Secondly, many 
such people could profit by being 
brought face to face with their dif- 
ficulties. 

An accident repeater is usually a 
success-minded person who may be 
wondering why his best efforts so 
often result in failure. With the ex- 
panding research, he can now be 
given some understanding of the 
causes, and may be able to redirect 
his strong inner drives to construc- 
tive purposes. With adequate con- 
trols he’s quite likely to make him- 
self a more successful person—and 
less susceptible to accidents. p 


Ben Franklin and the “Soft Sell” 


BENJAMIN FRANKLIN, whose powers of persuasion made him one 
of the most influential men of his era, once wrote to a friend, “The 
way to convince another is to state your case moderately and ac- 
curately. Then scratch your head, or shake it a little, and say that is 
the way it seems to you, but that of course you may be mistaken 
about it; which causes your listener to receive what you have to say, 
and, as like as not, turn about and try to convince you of it, since 
you are in doubt. But if you go at him in a tone of positiveness 
and arrogance you only make an opponent of him.” 
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Let’s Hear 


from the 


GROUP! 


By George D. Heaton 


Why not draw on your workers’ experience 
in solving your operating problems? 


S THE AVERAGE SUPERVISOR 
A has come more and more to 
realize, a great many of the prob- 
lems he faces every day with his 
people can be solved if he can find 
a way to obtain their direct and in- 
terested participation. He is also 
aware that the more experiences 
people have in helping one another 
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and in helping their leader, the 
more interested they become in 
their work, and the more coopera- 
tive they become in their attitudes. 

My experiences in training su- 
pervisors indicate that almost every 
supervisor can learn how to develop 
this spirit of participation among 
his people. However, my experi- 
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ence also indicates that only a 
small proportion of supervisors use 
any systematic methods for devel- 
oping employee participation. 

What do we mean when we talk 
about stimulating employee partici- 
pation? We mean creating the at- 
mosphere and the opportunity for 
subordinates to give some thought 
to problems of quantity, quality, 
cost, housekeeping, and safety—to 
name only a few areas—and to sug- 
gest ways of solving these problems. 


A quality problem 


A textile plant had a quality 
problem: “Tiger stripes” were 
showing up in the finished goods. 
The cloth room was rejecting an 
exceedingly high percentage of fine 
broadcloth as second quality. Us- 
ing every engineering aid available, 
the management group skillfully 
pinpointed the trouble in the card 
room. To find the trouble was one 
thing; to correct it was another. 
The plant tried various adjustments 
and experiments, but tiger stripes 
continued to show up in the cloth. 

One of the card-room supervi- 
‘sors suggested that all this quality 
cloth be put on the work of one 
shift, and that the workers be given 
an opportunity to help solve the 
problem. 

He brought the card-room work- 
ers together in small groups of six 
and asked them, “Do you have any 
suggestions for correcting the tiger 
stripes that are coming from our 
department?” To his surprise, sev- 


eral of the men made identical sug- 
gestions for correcting the trouble 
by adjusting the card frames. The 
adjustments were made; and as the 
roving moved through the spinning 
room, on through the weave room, 
and into the cloth room, the men 
saw results immediately. Not only 
did the workers’ suggestion solve 
the problem, but—more important 
—the experience improved the 
groups morale dramatically. The 
supervisor was amazed at the re- 
sults. 

These employees had certain 
needs which, up to this time, had 
not been met. They needed to feel 
that they were important and val- 
uable. Day after day, they saw that 
management, in trying to solve the 
problem, concentrated on machin- 
ery and miaterials—not realizing 
that the answer might come from 
the work group. The men needed 
to feel that they would have a 
chance to solve a problem that af- 
fected the work they depended on 
for a_ livelihood. Every worker 
knows that his job security ulti- 
mately depends upon the com- 
pany'’s ability to sell the product 
he helps to manufacture. If some- 
thing is wrong with that product, 
and the company cannot profitably 
make it, then his job security is en- 
dangered. 


Meeting employees’ needs 


I was once training supervisors 
in a furniture plant. One of the 
company’s problems was that the 
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maple table tops warped, either in 
the furniture store or in the cus- 
tomer’s house—a common problem 
with maple furniture. The company 
had lost a substantial order from 
one of its largest customers because 
there had been so many complaints 
about warping. The jobs of the peo- 
ple in the plant were at stake. The 
men were given an opportunity to 
help solve the problem. In small 
groups, they made suggestions for 
design and assembly changes; and 
their suggestions virtually corrected 
the situation. The improvement was 
so great that the lost customer re- 
turned to the company with a sub- 
stantial order. He is still a steady 
customer. 

People are entitled to help solve 
problems that affect their security. 
The opportunity to do so meets 
their need for recognition and ap- 
preciation. They have tangible 
goals; they become more enthusi- 
astic about what they're doing; and 
they are more alert in patrolling 
their assignments. They are eager 
to know how they are doing as 
they go along. 

In a mill where high-quality 
yarns are manufactured, a problem 
with slubs arose. Customers were 
beginning to complain. Throughout 
the plant, supervisors held group 
meetings for about five minutes a 
week, asking the workers to suggest 
ways to reduce the slubs, and thus 
improve the quality of the yarn. 
They pinpointed the causes of the 
trouble and made recommendations 
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for eliminating them. The sugges- 
tion that was adopted was a re- 
markable one: Each spinner was 
to prepare samples of the ends he 
tied up, on a black card. From 
time to time, he would prepare 
new samples, so that he could see 
his own improvement and compare 
his work with that of his fellow 
employees. In the supervisor's of- 
fice there are now sample cards for 
each spinner. Almost every em- 
ployee has shown definite improve- 
ment in skills and in the quality 
of his work. Needless to say, the 
foreman is delighted, not only with 
the change in quality, but also with 
the improvement in his people’s at- 
titudes. 


Problem-solving procedures 


The procedures for group prob- 
lem solving are very simple. First 
of all, the supervisor must isolate 
a specific problem of real impor- 
tance. Then, he should prepare a 
few questions that cannot be an- 
swered by a “yes” or “no.” (He 
would not ask, “Do you think we 
have a safety problem in our de- 
partment?”) The questions must be 
phrased so that the people will un- 
derstand the problem and use their 
job skill and knowledge to help 
solve it. The supervisor can ask, 
for example, “What unsafe working 
conditions do you notice in our de- 
partment?” “What suggestions do 
you have to reduce the drawbacks 
in our weave room?” 

Having prepared three or four 


questions about a given problem, 
the supervisor should then call to- 
gether small groups of employees 
(preferably six or eight in a group). 
The meetings should be brief and 
to the point. The supervisor need- 
nt make a speech; the problem 
should be implicit in his question. 
Instead, he should say, “You all 
know we are having a problem with 
drawbacks. Do you have any sug- 
gestions for reducing the number of 
drawbacks in our department's 
daily production?” If, after a min- 
ute’s wait, there are no suggestions, 
he should repeat the question, vary- 
ing it slightly. 

Sometimes, at the very first meet- 
ing, no one will come up with a sug- 
gestion. This shouldn't be a matter 
for concern; probably, it is because 
the employees are not yet used to 
the procedure. More often, there 
will be at least one or two sug- 
gestions, which the supervisor 
should write down. He should then 
call together another small group, 
and ask them the same question, 
following the same procedure. 

The result is that the people in 
the department are alerted to the 
problem. They have the opportu- 
nity to think about it and, very 
often, will privately make sugges- 
tions to their supervisor. 

About a week later, the super- 
visor should call his groups together 
again; and this time, if the sugges- 
tions can be measured tangibly, he 
~ should bring them up to date on 
the status of the problem, report- 


ing any changes that have taken 
place since the last meeting. He 
may also discuss some of the sug- 
gestions that were made the pre- 
ceding week and their possible ap- 
plications. He gives them his sec- 
ond question, about the same prob- 
lem, and again records the sugges- 
tions that are made. 


Tangible results 


As these meetings continue, tan- 
gible results begin to take shape. 
The employees have goals, which 
they seek to accomplish coopera- 
tively. Moreover, once the method 
has been used in any one depart- 
ment, it-can be further developed. 
Supervisors of various departments 
can meet with their bosses and, in 
similar groups, participate to iso- 
late the problems and formulate the 
questions they will ask the people 
in their departments. At the seme 
time, they can evaluate the sugges- 
tions the employees have made. 

In one plant, in a year’s time, 
the workers in one department re- 
duced the percentage of damaged 
goods from 8 to 3 per cent, which 
saved the company $320,000 an- 
nually. When this saving is related 
to the volume of business required 
to produce the same amount of 
profit, it is equivalent to an order 
for $11 million in new business for 
the company! In the average com- 
pany in America, a dollar saved in 
costs is equivalent to $25 in new 
business. If one worker finds a way 
to save a dollar a day in costs and 
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does this consistently for 300 work- 
ing days in a year, he is contribut- 
ing to his company to the same ex- 
tent as a salesman who produces 
a $7,500 order in new business. 


The rewards 


People naturally respond to an 
approach that includes them in the 
company’s over-all activities. They 
think of their supervisor as a sin- 
cere and effective leader. As their 
respect for him grows, they become 
a more and more cooperative team. 
They become more interested in 
their jobs; and there is less of the 
fatigue that can come from mean- 


ingless Or monotonous operations. 

This approach has unlimited pos- 
sibilities. It can deal with problems 
of absenteeism, tardiness, waste, 
quality, quantity, costs, safety, 
housekeeping, methods, and job 
changes—in fact, with almost any 
problem a department might have. 

For the supervisor, there are 
many rewards. Any man _ who 
proves that he can stimulate people 
to cooperate in producing better 
work has a high standing with his 
company. More than.this, he has 
the inner satisfaction of doing his 
work well and being a creative 
leader. p 


When Should a Meeting Be Held? 


THERE Is, Of course, no pat answer to the question. About the only 
hard and fast rule is this: Hold a meeting when you have something 
to say that your employees will want—or should want—to hear. 
Generally, employees are eager to learn more about their company 
and its policies, practices, and procedures. 

Essentially, then, the time to hold a meeting is whenever manage- 
ment knows—or feels—that employees are either uninformed or 
misinformed about some phase of the business operation. 

One thing is certain. Any change in company policy or pro- 
ecedure should immediately suggest the need for a meeting. As C. D. 
Dumont, personnel director, The Hartford Machine Screw Com- 
pany, Windsor, Connecticut, points out, “Employees worry about 
any unexplained situation that they feel may affect their earnings 


or change their job status.” 


Keeping that in mind, a supervisor might compile a list of pos- 
sible meeting subjects which could include new time cards, the 
annual report, competition, taxes, new equipment or a new product, 
personnel changes, safety, quality standards, production, cost reduc- 


tion, and many others. 


—From Better Business Relations through Employee Meetings 
(Chamber of Commerce of the United States) 
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By D. H. McKenzie and J. D. Staley 


Here’s an area where planning and coordination 
can mean important savings. 


HERE WAS A TIME when mainte- 
nance was regarded as something 
of a stepchild by management. Not 
being directly productive, it was 
considered at best a necessary evil 
—an expensive burden on overhead. 


And, by and large, it was a short- 


range affair: The maintenance crew 
would repair today what broke 
down yesterday, with little thought 
about what might happen tomorrow. 

By the same token, few compa- 
nies had adopted any organized ap- 
proach to cost control. But today, 
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companies realize that cost control 
can be the key to their competitive 
position in industry. Their progress, 
to a great extent, depends upon bet- 
ter products, better methods, better 
controls on operating costs. 

Certain costs are beyond a com- 
pany’s control. The goods and serv- 
ices—including labor—that it buys 
depend on “going” rates. Industry's 
asking price fof its products is regu- 
lated by competitive prices, con- 
sumer willingness and ability to pay, 
and government controls. However, 
companies can control—and reduce 
—the actual manufacturing costs. 
To be effective, manufacturing cost 
control must be an integral, ongoing 
part of the company’s day-to-day 
operation. 

This is where maintenance comes 
in. For no matter what it was once 


considered, the fact remains that - 


maintenance correlates with produc- 
tion in a disarmingly direct fashion: 
Low-grade maintenance inevitably 
results in low-grade production—and 
vice versa. 


The significance of maintenance 
costs 


A sound maintenance program 
can be achieved with a substantial 
reduction in costs if the program 
is properly planned, intelligently 
executed, and carefully followed up. 
And the poorest maintenance oper- 
ations offer the best opportunities 
for volume savings. 

When we consider what the aver- 
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age company has to spend. each 
year for maintenance, it’s little won- 
der that top management regards 
the control of these costs as an im- 
portant part of the operating super- 
visor’s job. Statistics show that the 
direct cost of maintenance labor 
and materials varies from 1 to 25 
per cent of the sales dollar, depend- 
ing on the type of industry. For ex- 
ample, a company may have an an- 
nual direct maintenance cost of 
about 5 per cent of the sales dollar, 
or $50,000 per million dollars of 
sales. This is a high enough figure 
in itself. 

However, direct maintenance 
charges do not include all costs re- 
sulting from faulty or inadequate 
maintenance. For example, the cost 
of down time from mechanical fail- 
ures varies in many industries from 
$5,000 to $50,000 per million dol- 
lars of sales. Besides this hidden 
expense, the cost of rejects or de- 
fective manufacture as a result of 
mechanical difficulties may vary 
from $30,000 to $200,000 per mil- 
lion dollars of sales. Incomplete or 
inefficient maintenance can bring 
about many other intangible ex- 
penses; for example: 

1. Lowered production, if equip- 
ment is not producing at its 
optimal rate, and increased 
rejects because of faulty 
equipment. 

2. Lowered morale of workers, 
who are annoyed by poorly 
functioning production equip- 


ment.* Disruption of incen- 
tive earnings also lowers mo- 
rale. 

3. Costly changes in production 
schedule because of equip- 
ment malfunction. 

4. Lost sales because of prom- 
ise-date failures, late deliv- 
eries, and poor quality. 

5. Cost of replacing major 
equipment that has not been 
properly maintained. 

There are many other costs as 
well; but these examples highlight 
some of the ways in which ineffec- 
tive maintenance can affect the total 
manufacturing-cost picture. 

The total maintenance cost for 
an average company might represent 
$200,000 per million dollars of 
sales. Experience has shown that it 
is entirely possible for a mainte- 
nance-cost-control program to cut 
this cost in half. 

This represents a potential reduc- 
tion of $100,000 in tangible direct 
and indirect maintenance expense 
per million dollars of sales. 

A reduction of this size could, 
of course, be accomplished on a 
short-term basis simply by a drastic 
cutback in the maintenance work- 
force. But clearly any “savings” that 
resulted would be wiped out by an 
upsurge in down time and reject 
costs. To reduce all facets of main- 
tenance expense effectively, there 
must be a carefully planned, sys- 


* See also G. S. Odiorne, “Effect of Poor Equip 
ment on Employee Morale,” Personnel Psych 
ogy, Summer, 1955. 


tematic program—integrated as a 
day-to-day part of the operations of 
the company. 


Defining the maintenance 
function 


The first step in the development 
of a planned maintenance program 
is a clear-cut definition of the main- 
tenance function, and a statement 
of its objectives: What is the main- 
tenance group expected to do? What 
are its responsibilities and authori- 
ties? 

The definition of the maintenance 
function depends, of course, on the 
operations of the specific company, 
and must be built around its needs 
and conditions. First, sound operat- 
ing policies must be established for 
maintenance activities. For example, 
conflicts of interest may develop 
around problems such as the follow- 
ing, which require statements of 
policy: 

|. The status of maintenance 
groups in relation to other 
plant operations. 

The maintenance crew’s role 

in replacing worn-out produc- 

tion equipment. 

3. Approval of charges for 
maintenance labor and or 
materials. 

4. Lubrication and repair of 

equipment by production em- 

ployees. 

Supervision and control of 

maintenance stores. 

6. Selection, training, and up- 
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grading programs for main- 
tenance employees. 

7. Disciplinary action for abuse 
of equipment. 

8. Role of the maintenance 


group in scheduling equip-. 


ment shutdowns. 

9. Selection, scheduling; and 
control of maintenance work 
done by outside contractors. 

10. The role of maintenance peo- 
ple in the plant safety pro- 
gram. 

These items, and many others, 
indicate some of the problem areas 
where clear and_ well-understood 
policies are needed. Such _poli- 
cies and corresponding procedures 
should be worked out to forestall 
or resolve any conflicts. Once de- 
veloped, they should be carefully 
explained to all plant personnel. 


Determining maintenance needs 


Once the functions of the main- 
tenance group are determined, the 
specific maintenance requirements 
must be analyzed. First, it is neces- 
sary to know what equipment has 
to be maintained. Equipment rec- 
ords should be set up to indicate 
what has been done and what should 
be done to maintain each piece of 
equipment. From this kind of in- 
formation, an estimate can be made 
of (1) the number of “routine” 
maintenance man-hours required, 
and (2) the frequency and degree 
of inspection. Such estimates must 
include some carefully established 
work standards for maintenance 


42 


personnel. Standards can be set 
properly only after systematic, 
painstaking application of time- 
study or work-sampling methods 
and procedures. The importance of 
these standards to a planned main- 
tenance program cannot be overes- 
timated. “Past history,” in this case, 
obviously cannot be used to set cur- 
rent standards. Some companies 
have uncovered past-history stand- 
ards like the case in which it took 
three man-hours to replace a stand- 
ard incandescent light bulb in a 
warehouse ceiling. This involved 
dispatching a class-A electrician and 
helper to the site, idle time while 
the helper searched for a ladder 
and aisle signs, removal of the de- 
fective bulb and inspection of the 
fixture, the helper’s trip to mainte- 
nance stores to secure a bulb of 
proper specifications, installation of 
the -new light, and restoration of 
ladder and aisle signs to their orig- 
inal hiding places! 

In individual areas or depart- 
ments, estimates can be made ‘of 
production changes, set-ups, and 
other maintenance requirements. 
The engineering department must 
cooperate in forecasting manpower 
requirements for new installations 
and projected expansion. Here, past 
history can serve as a guide to the 
number of men needed and the 
complexity of the job. A ratio of 
the amount of work that plant main- 
tenance labor will do, to the amount 
that outside contractors will handle, 
should also be determined. 


Some companies have combined 
the various requirements into an in- 
dex, to indicate, for example, how 
many maintenance man-hours are 
required per pound of product proc- 
essed, or per ton of product shipped, 
or per hour of process operation. 
In such an index, all demands upon 
maintenance labor must be included. 
It should be remembered that ex- 
panded facilities will mean longer 
maintenance man-hours. Frequently, 
major equipment installations are 
made to improve yield or quality, 
or to reduce production man-hours 
needed to attend the process. It is 
often a neglected fact, however, that 
the added equipment makes added 


demands upon available mainte- 
nance man-hours. 

Armed with a definition of its 
functions, a set of basic policies 
and procedures, and a carefully con- 
structed estimate of manpower re- 
quirements (based on analysis of 
equipment and on sound work 
standards), the maintenance group 
can lay out a plan of action, graph- 
ically illustrate its needs, and pro- 
ceed to the next order of business. 


Organization building 


A planned maintenance program, 
designed to control and reduce 
costs, can reach its maximum ef- 
fectiveness only through proper or- 


“You call for a repairman?” 
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ganization of manpower and facili- 
ties. Obviously, not only should 
policies and procedures be spelled 
out, but jobs must also be carefully 
defined and described, and mainte- 
nance functions clarified. There 
must be a unity of command; L.e., 
no man should serve more than one 
boss. Standards of performance 
should be adequate and completely 
defined, with provision for periodic 
review of the individual’s perform- 
ance in the light of these standards. 
The responsibilities and authorities 
of each individual should be clearly 
delineated, with no_ overlapping. 
Every person on maintenance oper- 
ations must be carefully and con- 
tinuously trained, whether he is a 
supervisor or a craftsman. There 
must be a systematic program for 
training, selection, and upgrading, 
for wage and salary administration, 
and for building harmonious rela- 
tionships. The personnel department 
or a related group can offer assist- 
ance in organizing manpower, but 
the final responsibility remains with 
the maintenance group. 

The organization of machines, 
tools, and facilities for maintenance 
operations must also be considered 
carefully. As in any production 
area, a maintenance crew, to func- 
tion smoothly at minimal cost and 
maximal effectiveness, must possess 
appropriate tooling and adequate 
shop areas. Some production super- 
visors, seeing a millwright remove 
a piece of equipment in less than 
an hour, rebel when they are 
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charged with ten times that amount 
of labor, not realizing that for the 
hour spent in removal, eight or nine 
more may be spent in the shop, be- 
hind the scenes, tearing down and 
rebuilding the defective pump, mo- 
tor, or gear train. This behind-the- 
scenes maintenance is, in the eyes 
of most maintenance men, far more 
vital in controlling maintenance ef- 
fectiveness than is the rigging and 
substituting done on the production 
floor. Production supervisors see 
only down time and mechanics 
moving the equipment. They might 
object less strenuously, however, if 
they saw the tedious hours of dis- 
assembly diagnosis, fabrication, 
and lining up which go on in the 
shops. 


Systems for cost control 


In order to control maintenance 
costs effectively, recording proce- 
dures should be developed around 
a system of work orders. All main- 
tenance man-hours should be au- 
thorized by written work orders. 
These not only notify the mainte- 
nance group of work to be done 
and form a basis for cost controls, 
but also help to schedule and plan 
maintenance work. This scheduling 
increases the effectiveness of avail- 
able manpower, assures some sys- 
tem of priority control for the work, 
allows some assembly of compon- 
ents before installation, and helps 
to keep track of the backlog of 
maintenance work that must be done. 

If every work order is “priced,” 


costs can be posted to equipment 
records, and a review made peri- 
odically of high-cost operations or 
units. This is, of course, only one 
of the myriad uses of such data. 
Maintenance records, combined 
with down-time reports, provide 
valuable clues to potential cost-re- 
duction areas and operations. They 
can indicate the seriousness and 
causes of mechanical failures, and 
the costs of repairs and _ replace- 
ments. 


Preventive maintenance 


Preventive maintenance has be- 
come so popular an expression that 
it has developed many connotations 
it should not have. Preventive main- 
tenance is not a different kind of 
maintenance; it is simply the sen- 
sible proposition that breakdowns 
(interruptions to production) can 
often be prevented. It involves (1) 
evaluation of all equipment with a 
view to its importance to produc- 
tion, (2) examination of the causes 
‘of failures, (3) scheduling of peri- 
odic inspection, (4) planned lubri- 
cation, and (5) corrective mainte- 
nance. Sometimes, for example, a 
simple design change in coupling, 
bearing, oil seal, or bushing will 
correct a recurrent breakdown con- 
dition. Analysis of down-time costs 
and maintenance expenses of a piece 
of critical equipment may more than 
justify purchasing and installing an 
auxiliary or stand-by unit. More 
than one foreman has ignored a 
whipping shaft called to his atten- 


tion in the middle of the afternoon 
by a mechanic, only to be called in 
at midnight (with perhaps the same 
mechanic) for “emergency” repairs. 

Preventive maintenance simply 
involves a systematic attempt to pre- 
dict, prevent, and cure breakdowns 
of equipment before they interrupt 
production. 


Maintenance stores 


Another factor in_ controlling 
maintenance costs is the function of 
the maintenance storeroom. Its job 
is to have on hand any item needed 
to make repairs as quickly as pos- 
sible. It is impossible to store in 
duplicate every piece of plant equip- 
ment. It is vital, however, to check 
equipment records and “critical- 
equipment” lists to determine what 
parts should be kept on hand. It 
is just as important to keep stock- 
withdrawal and -receiving records, 
determine maximum and minimum 
ordering points, and maintain an ef- 
ficient locator system. 

Maintenance supervisors often 
cache parts, tools, and equipment 
for their department’s use in their 
own areas. An efficient, well-di- 
rected storeroom should make this 
practice unnecessary, and enable the 
maintenance crew to keep tabs on 
its equipment more easily. Inciden- 
tally, a well-operated storeroom can 
work wonders in reducing pilferage. 

Such control over maintenance 
inventory can also help standardize 
parts and equipment. One manufac- 
turer, for example, was startled to 
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find that he was storing over 30 
different models of filters for air- 
conditioning units alone—in a plant 
of under 500 employees. Another 
manager found that he was storing 
parts for machinery long since dis- 
carded or replaced. 


Evaluating the maintenance 
function 


Once a planned maintenance pro- 
gram has been established, the con- 
trols themselves produce informa- 
tion that can lead to evaluation and 
any necessary revision of the con- 
trols. Controls are not necessarily 
brakes, although brakes are one 
kind of control. Control is a dy- 
namic process which feeds data 
back to the plan, and indicates what 
adjustments are necessary. 

No supervisor can do much about 
cost reduction unless he knows what 


the accident. 


he has been doing and what he is 
expected to do. The mere fact that 
maintenance-cost figures are avail- 
able to the foreman in a usable, un- 
derstandable form helps control 
costs. 

The yardsticks for effective main- 
tenance arise naturally from a sys- 
tematic approach. Figures on back- 
log maintenance work, cost of 
maintenance per unit of production, 
ratio of down time to machine time, 
and budgetary data—all these help 
to evaluate the maintenance func- 
tion. The system itself will suggest 
ways to improve the program, al- 
though no system can succeed with- 
out the unqualified support of the 
people who use it. Reporting be- 
comes an integral part of day-to-day 
operations. Improvement becomes 
the order of the day rather than the 


chance exception. 


The Indirect Cost of Accidents 


EVERYONE IS FAMILIAR with the direct costs of on-the-job accidents, 
but sometimes people overlook the indirect—or hidden—costs of 
accidents. Yet they may play an important part in the over-all cost 
picture. Some of these indirect costs are as follows: 

|. Wages paid other workers who lose productive time because of 


. Damages to materials or equipment. 


3. Interruption of normal production. 

4. Supervisor’s time required in making out reports, investigating 
the accident, securing replacement for the injured employee, and 
other extra duties. 

Time lost by other employees and safety department in inves- 
tigating the accident. 

6. Lowered morale. 

7. Reduced efficiency. 


—Safety Maintenance, 3/57 
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Automation: Will it Mean Unemployment? 


MANY LABOR LEADERS genuinely fear that automation will cut em- 
ployment, and it is true that it can displace workers temporarily. 
But the completely automatic factory is a myth. Fred Crawford, 
chairman of Thompson Products, Inc., recalls that in 1918 his com- 
pany had 200 workers. For 38 years it has been buying all the 
labor-saving machinery it could lay its hands on. Today, Thompson 
employs 21,000 people. 

Of 13 automated plants studied in one recent survey, 12 have 
higher employment than before the change—usually because the 


plant has more business than formerly. 
—Steel, Vol. 139, no. 16 
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—C ouncil Compass (Council of Western Electric 
Technical Employees National) 
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DID YOU KNOW... 


Morale Boosters: When it comes to improving employee morale, 
the employee’s immediate supervisor is a far more important factor 
than company policy. This is one conclusion of the California In- 
stitute of Technology, after studying morale in 10 plants during the 
past year. Researchers also discovered that employee morale tends 
to improve after supervisors are trained in appraisal techniques. 
Workers also demonstrated a need for systematic, periodic answers 
to the question, “How am I doing?” 


How the Pie Is Cut: Managers and proprietors had a median in- 
come of $5,477 during 1955, estimates the U. S. Census Bureau. - 
The median income of all wage earners during 1955 was $4,258. 
(Median income means the middle income of the group.) Here’s 
how the earnings break down according to occupation: profes- 
sional, technical, and kindred employees, $5,668; nonfarm man- 
agers, officials, and proprietors, $5,477; sales employees, $5,205; 
craftsmen, foremen, and kindred employees, $4,766; clerical work- 
ers, $4,248; operatives and kindred employees, $4,117. 


Fewer Fatal Accidents: The accident death rate in industry has 
dropped an estimated 30 per cent between 1940 and 1955, accord- 
ing to Dr. Dwight H. Murray, president of the American Medical 
Association. Dr. Murray reports that many workplaces now are 
safer than homes and highways. Promotion of industrial health, the 
doctor says, has helped both the worker and management, as well 
as the community. 


Time out for Taxes: A worker earning $85 a week today doesn’t 
really begin making money for himself until Tuesday afternoon. 
Reason: He must work a day and a half to pay taxes to his federal, 
state, and local government, says The Tax Foundation, a private 
research group. The Foundation estimates that the typical industrial 
worker will pay $12,000 in taxes during the next 10 years. 


More Income Years: Ten years have been added to the working 
life of men since the turn of the century. Recent studies made by 
the U. S. Department of Labor indicate that the average length of 
working life in 1950 was 42 years, compared with only 32 in 1900. 
During the same period, the average life expectancy of men has 
increased from 50 to 65 years. 
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SM. Roundup of Recent Research Findings 


What Do Union Members Believe? Members of unions, partic- 
ularly officers, usually believe what they read in union publications, 
according to a recent 13-union survey made by the University of 
Minnesota. A sizable 75 per cent of the officers—and 51 per cent 
of the members—said they also felt that union publications present 
both sides of an issue. The study suggested that many union mem- 
bers feel that company publications tend to present only manage- 
ment’s viewpoint. 


What Supervisors Want: More than anything else, supervisors 
want to be “in the know” when it comes to company policies and 
decisions, a recent National Management Association survey indi- 
cates. Thirty-six per cent of the supervisors polled said they con- 
sidered this information of number-one importance. Other wants 
cited by the supervisors: better understanding of their responsibili- 
ties, more participation in management decisions, more training, 
higher pay, and more authority. 


Women in Business: More than 21 million women take home pay 
checks today, reports Commerce magazine, and they earn an esti- 
mated 30 billion dollars annually. An up-to-date survey by Com- 
merce also revealed that: Women in America now own 55 per cent 
of all savings accounts, hold title to 40 per cent of all real estate; 
inherit 68 per cent of all estates, and are beneficiaries of more than 
80 per cent of all insurance policies. 


Planning for R-Day: Many employees approaching retirement 
want help with their planning problems, although they feel such 
planning should start four or five years before Retirement Day, a 
Bell Telephone Company survey shows. The 2,300 employees and 
pensioners who took part in the survey said they especially wanted 
information on the following problems: (1) how to get along on 
a reduced income; (2) what to do with leisure time; (3) where to 
live; (4) personal health; and (5) living arrangements. 


More Health Protection: Nearly seven out of ten Americans, or 
more than 110 million people, are now covered by some form of 
voluntary health insurance. Nearly all the current policy holders 
have hospital coverage, and about 94 million have surgical cover- 
age, reports the Health Information Foundation. Another 58 mil- 
lion are covered for doctor-in-hospital fees. 
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By Michael H. Levy 
Board Chairman 
The Federated Brokerage Group 


IGHT AT THE START let’s be 
R clear on just what life insur- 
ance is and just what it isn’t—what 
it does and what it does not do. 

You may have been told that its 


purpose is “. . . to stimulate sav- 
ings,” “. . . to promote  invest- 
ments,” “. . . to gather dividends,” 


. to protect your family . 
But: 7 
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Life insurance is not a savings 
bank. It is not a loan company. It 
is not a money-making scheme. In 
essence it does not send your son or 
daughter to college, take care of 
your old age, or provide a com- 
fortable nest egg for a rainy day. 

Fundamentally life insurance is 
economic protection for your family 
against the possibility of your death. 


\\ 
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It does bring home that bacon, eggs, 
clothes, and furniture when you are 
no longer around to pay for them. 
It does keep your car running and 
your house in order. But—only 
when in the proper amount. 


First principles 


Let’s return to first principles. Sit 
back, close your eyes, and decide 
exactly what financial losses your 
family would suffer if you died to- 
morrow. Then arrange these items 
in order of importance. Most peo- 
ple’s lists will read something like 
this: 

1. Death expenses. Allow for 
high-priced hospital. bills, funeral 
expenses, death taxes, owed and un- 
paid income taxes, and any other 
obligations you may have incurred. 
Remember these things must be 
paid immediately. 

2. Dependency income. Once the 
final expenses of your death have 
been cleared away, your next ob- 
jective should be to keep your fam- 
ily together. A minimum dependen- 
cy income should continue to take 
care of your dependents until the 
youngest of your children has grad- 
uated from high school. 

3. Life income for your widow. 
Once your children have been ade- 
quately provided for, it is usually 
wise to establish a minimum life in- 
come for your widow. But don't 
make it too minimum. Twenty-five 


thousand dollars sounds like a huge 
round sum until you realize that it 
will yield at most $20 per week 
even at the most favorable rates of 


interest. 

Allowances for your death and 
the lives of your widow and chil- 
dren—these are the minimum in- 
gredients in any well-planned in- 
surance program. Only slightly less 
important are: 

4. An adjustment fund. A de- 
pendency income will keep depend- 
ents going, but not in the manner to 
which they are accustomed. It is 
usually a good idea, if you can af- 
ford it, to cushion the shock with a 
12- to 36-month “adjustment” -in- 
come. This will allow your wife to 
catch her breath, get her bearings, 
and answer intelligently such im- 
portant questions as—*‘Should I sell 
the house?” and “Do I need a job?” 

5. Repayment of the mortgage. 
A house with a mortgage may be an 
added burden instead of a comfort 
to your dependents. At a relatively 
low cost you can guarantee to li- 
quidate the mortgage on your house 
through annually decreasing term 
insurance. You do not require 
“mortgage liquidation insurance” or 
any other such policies. 

6. An emergency reserve. In 
case you didn't add everything up 
just right. In case of an emergency 
like illness or loss of a job. Or— 
in case the cost of living skyrockets. 


This article has been adapted from Your Insurance and How to Profit by It, © 1955, 
by Michael H. Levy. Used by permission of Harcourt, Brace and Company, Inc. 
This is the second in a series of articles on buying insurance. 
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An emergency reserve fund is held 
by the insurance company or by a 
trustee of your own choosing and 
may be drawn against, within cer- 
tain limitations, for special purposes 
or situations. 

We now come to all of the extras 
and dingle-dangles, for those of you 
who want—and can pay for—a real 
super-de-luxe life-insurance pack- 
age, which might include: 

7. College-education fund. 

8. Extra sums for your children. 

9. Annual gifts for your relatives. 

10. Grants to charity. 

How does your present life-in- 
surance program stack up on these 
ten points? 

Are you carrying too little insur- 
ance? Are your income allotments 
for cigarette money instead of for 
living money? 

Are you carrying too much in- 
surance? Remember, it is the young 


breadwinner who needs the most | 


insurance. As your family gradually 
grows up, your children will, in time, 
be able to buy their own insurance, 
and your coverage should gradually 
decrease. 

Are you considering first things 
first? Are you exchanging your fam- 
ily’s future safety and security for 
a paid-up mortgage or a college ed- 
ucation? 

Remember, protection § against 
death loss is the exclusive province 
of the life-insurance contract. You 
can build up savings in many other 
ways. The important point is that 
although both life insurance and sav- 
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ings are fine things, they have ab- 
solutely nothing to do with each 
other even if they appear on the 
same sheet of beautifully engraved 


paper. 
Let’s look at the policies 


At this point I want you to take 
all your life-insurance policies out 
of the dresser drawer or the safe- 
deposit box (where they should not 
be) and place them before you. 
You will find that they have all 
sorts of attention-trapping titles; but 
virtually they can be reduced to four 
basic types: term, whole (or ordi- 
nary) life, limited-payment life, and 
endowments. Let’s look at each: 


Term insurance 


Term insurance is the simplest 
and lowest-priced-premium form of 
life insurance. After receiving your 
premium the company agfees to pay 
you the face value of the policy if 
you die during a certain stated per- 
iod (from one to fifty years). If 
you are alive at the end of this 
period, you don’t get a dime. Term 
insurance is thus “pure protection” 
against death in the same way that 
fire insurance is “pure protection” 
against fire. Term coverage is 
“death insurance” plain and simple..- 
For a specific annual payment (or 
premium) you guard yourself 
against a specific risk. If the risk 
does not occur, you give up your 
money. 

Obviously as the years swing by 
your chances of death increase and 
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so do the premiums on your term 
insurance—from about $6.50 per 
$1,000 at age 25 to about $28.50 
per $1,000 at age 59. After 60—or 
65—you can no longer buy term 
insurance. 

A term insurance policy may be 
convertible (without medical exam- 
ination you. may exchange it for 
some other form of coverage). It 
may also be renewable (without 
medical examination you can re- 
new it at the end of the term). Both 
of these features are desirable. 

The case for term insurance: 
Term insurance is the best buy in 
life insurance today. It provides for 
you the widest possible coverage at 
the lowest possible price. You can 
invest the money you save on term 
insurance in even further term in- 
surance protection, in stocks, bonds, 
or other securities, or in a higher 
standard of living right now. It is 
perfectly true that the premiums on 
some forms go up steeply in middle 
age and after, and that term pro- 
tection is not generally available af- 
ter age 60 or 65. But in these later 
years it must be remembered that 
insurance needs decline, and by this 
time the insured has presumably de- 
veloped his other types of savings. 

The case against term insurance: 
Term insurance is generally tempo- 
rary insurance. It buys nothing but 
protection and you must die in or- 
der to win. In addition, in your 
sixties, when possibly you need pro- 
tection because of special circum- 
Stances, you can’t buy term cover- 


age at all. At this point it is also 
virtually impossible to buy other 
types of life insurance because of 
the extremely steep premiums and 
the rigid medical requirements. 

Conclusions: Term insurance 
should be the foundation of your 
life-insurance program if you will 
also save in other ways. During the 
earlier years of adulthood, term pre- 
miums are so low that the head of 
the household can protect his family 
thoroughly and have money left ov- 
er for conservative investments. 
With the years—and the maturing 
of his family—he can gradually cut 
down on his térm insurance and 
watch his investments mount until 
at age 60-or-so income from savings 
will take over completely. 

For instance, take Mel Brown, 
30 years old, with a wife and two 
children—ages five and two. Mel 
felt he could spend about $300 a 
year for life-insurance premiums. 
For this money he could buy $42,- 
000 worth of yearly renewable term 
insurance at $7.20 per $1,000. He 
could also buy $14,500 worth of 
ordinary life insurance at $20.60 
per $1,000 for his $300. He bought 
$21,000 worth of term insurance 
for only $150 and put the other 
$150 into government bonds yield- 
ing 3 per cent interest. As the years 
passed and his family grew up, Mel 
decreased his term insurance from 
$42,000 to $40,000 to $30,000 to 
$20,000 and so forth, but he kept 
his investments going at the old rate 
of $150 a year. At age 60 he could 
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purchase no more term insurance, 
but he had built up a sizable sav- 
ings nest egg for either his old age 
or his sudden and unexpected death. 
Oversimplified—but a good exam- 
ple. 

A plan something like this one 
will nine times in ten give you the 
maximum protection per dollar of 
premium payments, but if Mel 
Brown—or you for that matter— 
don’t have the moral fiber to keep 
socking that $150, or whatever it 
is, for investments, both of you had 
better take a good long look at the 
next type, America’s most popular 
life-insurance policy. 


Ordinary life 

Roughly 75 per cent of the life 
insurance today in companies. re- 
porting to the New York State In- 
surance Department is of the or- 
dinary (or whole) life variety. Or- 
dinarily life insurance differs from 
term insurance in these four impor- 
tant features: 

1. Level premium: Your policy 
will be renewed throughout your 
life at the same premium every 
year. 

2. Nonforfeiture values: If your 
policy lapses through nonpayment 
of premiums, the insurance com- 
pany will help you out in one of a 
number of ways. First, if you choose 
to give up your contract you will be 
paid a cash surrender value for it. 
If, on the other hand, you want to 
hold on to some of your insurance 
but can’t or won't continue to pay 
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premiums on it, the insurance com- 
pany will give you coverage for a 
definite period through extended 
term insurance or give you a re- 
duced paid-up insurance policy; or 
an automatic premium loan may 
keep the whole contract function- 
ing. Your life-insurance agent will 
be able to explain each of these to 
you. 

3. Loan privileges: Your policy 
may be borrowed upon to pay pre- 
miums for any other purpose up to 
the amount of the cash surrender 
value. 

4. Permanence: Ordinary life in- 
surance is permanent. If premiums 
are kept up, it does not expire at 
age 60 or 65 or any other time 
prior to your death. 

The case for ordinary life. Ordi- 
nary life is the cheapest permanent 
form of life-insurance protection. It 
is somewhat more. expensive than 
term insurance, but frequently worth 
it. The above four features are all 
advantages to be considered. 

The level. premiums give you a 
chance to plan the future more in- 
telligently. During your declining 
years you won't be saddled with the 
rocketing cost of certain forms of 
term insurance, but will continue to 
pay your regular specified prem- 
iums. 

The nonforfeiture and loan privi- 
leges bring far greater flexibility to 
your life-insurance program. If you 
suddenly need ready cash you can 
win without dying by letting your 
policy lapse and collecting a sizable 


surrender value. If you don’t want 
to give up your policies completely, 
the insurance company will steer 
you through perilous times by lend- 
ing you money or by paying prem- 
iums for you. 

In short, the insurance company 
will do everything itcanto keep your 
contracts going through triumph and 
trouble, and your beneficiaries will 
be paid the face value of the policy 
even if you live to be ‘way over a 
hundred. 

The case against ordinary life. 
Ordinary life insurance gives you 
far less protection at far greater ex- 
_pense than term insurance. As a 
matter of fact, term insurance costs 
less than ordinary life—despite its 
so-called level premiums—right up 
to the relatively advanced age of 54. 

For the rest, ordinary life is a 
“savings plan” and a very unde- 
sirable one at that. The so-called 
cash surrender value with its “loan 
privileges” is in actuality simply your 
overpayments for insurance which 
the company sets aside and will re- 
turn on request. In other words it’s 
your own money! If, on the other 
hand, you had put this money in 
almost any other form of investment, 
you would not only get it back, but 
you'd get it back with interest! Worst 
of all, the insurance company will 
lend you your own money and let 
you pay a whopping 5 or 6 per 
cent interest on it. 

Conclusions. Ordinary life insur- 
ance combines protection and sav- 
ings. In general you would do bet- 


ter to separate these through term 
insurance plus any other plan of 
savings—buying government bonds 
for instance. 

On the other hand, ordinary life 
means enforced savings. If you do 
not feel that you are psychological- 
ly set up to put a little money aside 
every year and keep it there, | 
think you'll find ordinary life the 
happiest insurance-savings combi- 
nation on the market. 

But, remember you are definitely 
not getting the best buy for your 
money! 


Limited-payment life 


Limited-payment life differs from 
whole life only in terms of prem- 
ium payments. If you are doing well 
now and bid fair to continue, you 
may want to get your premiums all 
paid up within a stated time—20 
years for example. After the required 
number of annual payments, your 
policy becomes fully paid and re- 
mains in force until you die. The 
premium is of course a good deal 
higher than in ordinary life. 

The case for limited-payment life: 
All the arguments for ordinary life 
apply but with added force. You 
build your cash surrender value 
and your borrowing privileges even 
faster. When you retire your dimin- 
ished income doesn't force you to 
drop your policy. It’s a nice feeling 
in your later years to have life in- 
surance without having to pay for it. 

The case against limited-payment 
life: All the arguments against or- 
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dinary life apply but with added 
force. Your overpayments, your 
agent’s commissions, and your com- 
pany’s profits mount even more rap- 
idly. The premiums are so high you 
are almost certain to cut down on 
your death protection. Finally, you 
are in essence betting on your abil- 
ity to pay extremely high prem- 
iums for the next 15 or 20 or 30 
years. Can you be absolutely cer- 
tain a depression or an accident 
won't halt your earning power? 

‘Conclusions: Limited-payment 
life is at best a risky business for 
most policy holders. Unless you can 
with certainty predict a rosy finan- 
cial future for some time to come, 
I'd watch out. You would do better 
with something else. 


Endowment insurance 


The gimmick here is that you 
gradually accumulate a fund of 
money which will either be granted 
to you on a future date named in 
the policy or to your beneficiary if 
you don’t last that long 

John Rogers, 40, buys a 20-year 
$10,000 endowment policy in 1953. 
If he lives until 1973, he will re- 
ceive the face value of the policy— 
$10,000. If he dies any time be- 
tween 1953 and 1973, his benefi- 
ciary will get the $10,000. In a 
sense a short- or long-term endow- 
ment is thus the “safest” policy in 
insurance, because one way or an- 
other the face value of the policy 
will be paid on or before a certain 
stipulated date. But for this very 
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reason endowment premiums are 
the highest in insurance. 

Finally, the endowment policy 
contains all the nonforfeiture and 
loan privileges of the ordinary life 
contract. The values will of course 
be larger because of the higher 
premiums paid. 

The case for endowments: Let’s 
look at a couple of experts. Here 
is R. Wilfred Kelsey in The Hand- 
book of Life Insurance (pp. 123- 


124): 


The endowment policy is designed 
for those who need not only life-in- 
surance protection for dependents but 
also a definite sum of money for in- 
come at some future date to supple- 
ment or replace their earnings. 

An endowment may be used to 
meet an obligation such as paying off 
a mortgage or providing a college 
education for children. Married men 
who have been able to cover their 
family needs with other policies buy 
endowment policies to provide some 
additional insurance protection for de- 
pendents during the endowment per- 
iod, and to accumulate funds for re- 
tirement. 

Single persons who have only mod- 
erate family obligations use endow- 
ment policies as a means of regularly 
setting aside portions of their earn- 
ings for future use as well as to pro- 
vide insurance protection for mem- 
bers of their families. 


In other words an endowment 
policy tends to combine the most 
desirable features of insurance pro- 
tection and a savings program. 


The case against endowments: 
E. A. Gilbert says in his Life IJn- 
surance, a Legalized Racket (p. 
129): 


Let us look again at the component 
parts of the twenty-year endowment, 
the term and the pure endowments. 
The term part is nonconvertible and 
nonrenewable; it is inexpensive but 


it has all the disadvantages of a 
short-term contract. The pure endow- 
ment part, considered by itself, is one 
of the most undesirable investment 
schemes ever devised. In fact it ts 
comparable more to a lottery than 
to an investment method. The par- 
ticipants each agree to pay at desig- 
nated intervals a specified sum into a 
common fund. The payments continue, 
let us say, for twenty years. During 
the period any members who die get 
no return whatsoever; their pay- 
ments are declared forfeit. At the 
expiration of the period, the surviving 
members draw out their respective 
shares of the accumulated fund. Since 
the venture, being in the nature of a 
gamble against death, involves a loss 
of money to your estate if you die, 
you would be quite imprudent to par- 
ticipate in it. On the other hand, the 
term part does not recommend itself, 
since the renewable forms possess all 
its merits with none of its faults. 


In other words an endowment 
policy tends to combine the most 
undesirable features. of insurance 
protection and a savings program. 

Conclusions: If you are looking 
for an absolutely guaranteed in- 
vestment for a specific purpose— 
for example, paying off the mort- 
gage or sending your children to 
college—you might look into an 
endowment policy. 

On ‘the other hand, this form of 
contract is so expensive it will often 
dangerously restrict the financial 
protection offered to your family— 
which is, after all, the primary pur- 
pose of life insurance. 

Finally, many experts feel that 
the aims of an. endowment can be 
met more efficiently and economi- 
cally through renewable term in- 
surance plus any other conservative 
program of investment. 

To summarize, if you want pro- 


tection alone you should purchase 
term insurance; if you want a me- 
dium amount of protection and a 
medium amount of savings, you 
should buy ordinary or limited- 
payment life; and if you want a 
great deal of savings and very little 
protection, you should get a short- 
or long-term endowment. In gen- 
eral you pays your money and you 
takes your choice. 


More protection for less cash 


But regardless of your philosophy 
of life insurance, certain policies 
should be held on to with a grip of 
iron—simply because they offer 
more protection for far less cash. 
Here are four of these “best buys”: 

Gl insurance, or National Service 
Life Insurance. Issued in_ both 
World War | and World War II, 
this is still far and away the best 
value in insurance, because no 
private insurer could conceivably 
charge as low a premium and still 
make money. No matter what any- 
one may tell you, don't convert 
your Gl insurance and don't allow 
it to lapse! 

Group insurance: Next to Serv- 
ice insurance, this is the lowest-cost, 
highest-coverage form of term in- 
surance available. Either your em- 
ployer foots the bill or you share 
it with him, and in either case you 
are far ahead. If your office, fac- 
tory, or professional organization 
offers a group life-insurance plan, 
better get into the act. The savings 
are substantial. 
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Family income rider. If you have 
one or more life policies, you can 
get much added coverage for very 
little added money through a family 
income rider. In essence this is 
merely reducing term insurance 
with decreasing protection as your 
family is better able to fend for 
itself. The family income rider is 
even less expensive than a com- 
parable quantity of straight term 
insurance. This rider should be at- 
tached to all of your life policies, 
when available. 

Any life insurance with income 
disability benefits. This was a deal 
the insurance companies worked 
out many years ago. For a slight 
additional premium you received 
surprisingly fat monthly checks in 
case of total disablement. Some- 
body didn’t figure out the tables 
right, because the companies lost 
their shirts on this arrangement. If 
one of your old contracts offers this 
kind of coverage, keep your hands 
on it because you'll never be able 
to get this liberal form again. 

Income disability benefits should 
not be confused with disability 
waiver of premiums (if you're 
totally disabled you stop paying your 
life-insurance premiums), or with 
double indemnity (twice the face 
value of the policy if death is due 
to accident). 

On the other hand some policies 
just don’t give you an even break. 
If you have any of the following 
give them up and apply the pre- 
mium to more valuable coverage. 
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Industrial insurance. Sometimes 
called “burial insurance,” this is the 
one where the fellow comes around 
every week and collects a few 
dimes or quarters in return for life 
insurance protection. The only trou- 
ble is he collects too many dimes 
or quarters per dollar of protection. 
In his Life Insurance Blindness, 
Minneapolis insurance counselor 
Robert T. Green calculates that 25¢ 
per week for $250 worth of in- 
dustrial insurance adds up to $13 
annually. For that $13 you could 
buy a full $1,000 worth of plain 
old term insurance. 

Industrial insurance isn't worth 
the money. 

Any other kind of “bargain life 
insurance.” Certain policies—sold 
often through the mail—offer you 
“complete family coverage at- a 
fraction of the usual premium.” On 
analysis these contracts usually 
prove low in price—and even lower 
in protection. If an advertisement 
or an agent starts to tell you about 
“the cheapest policy ever,” “the 
biggest bargain in insurance his- 
tory,” or “a miracle policy for a 
limited time only”—better take this 
advice offered by the Better Busi- 
ness Bureau. Make sure: 

—That there is no_ provision 
hidden away on the last page for 
added assessments. 

—That in the small print most 
of the common illnesses—including 
cancer and heart disease—are not 
excluded from the coverage. 

—That the company is licensed in 


your state. Otherwise you may be 
required to sue only at the location 
of its offices—which could mean 
an expensive and irritating trip to 
one of half a hundred far-flung 
places. 


Check your coverage 


Right now your life-insurance 
program is probably suffering from 
one or more of the following five 
ailments: (1) You have too much 
life insurance. (2) You have too 
little life insurance. (3) You have 
the wrong kind of life insurance. 
(4) You are missing out on the 
best buys. (5) You have purchased 
policies that are low in price but 
virtually worthless in coverage. 


| hope at this point you are flip- 
ping through your many policies to 
see just what your trouble is . 
that you are separating term from 
ordinary life and endowments from 
both . . . that on each contract 
you are asking yourself: How much 
does it cover? How much does it 
cost? Is it worth it? 

Most of all I hope you will relay 
your decisions to your life-insur- 
ance man, so that together you 
can replace a random collection of 
policies with an integrated program 
of insurance. p 


EDITOR’S NOTE: The third article in 
this series, to be published in next 
month’s issue, will present guides for 
buying fire insurance. 


Can You Do Anything about Rumors? 
IF YOUR COMPANY periodically finds itself in competition with a 
“rumor factory” going full blast among its plant employees, these 
suggestions for controlling and reducing the effects of rumors, 
made by Robert Hershey, personnel director, Bulova Watch Co., 


should prove helpful: 


1. Keep normal communication channels open—rumors flourish in 
the absence of reliable information. 


Don't use the public-address system to debunk a rumor; this 


method seems to make the rumor better remembered than the 


refutation. 


3. Prevent idleness and monotony in the plant wherever possible. 

4. Debunk a rumor by presenting solid facts about the topic rather 
than by trying to disprove the logic of the rumor. 

5. Distract people's attention from the rumor area. 

6. Don't just deny a rumor and leave it at that. 

7. Interpret the rumor as a psychiatrist would a symptom. Ask your- 
self, “What anxiety or attitude does this rumor reflect?” Then try 
to relieve the tension by correcting the situation that caused it. 

—Washington Report (U. S. Chamber of Commerce) 
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Human Relations and the Sugar-Coated Pill 


OST OF US would agree that 
American workers are, on the 
whole, well managed. The question is 
whether this is so because of certain 
current approaches to leadership and 
personnel management, or in spite of 
them. 

Many of our business thinkers have 
recently made the “discovery” that 
there is a drive to “belong,” and have 
suggested ways to exploit it. Their 
phraseology itself implies a certain 
artificiality, since they speak of a 
“sense” or “feeling” of belonging, as 
if it were something more imagined 
than real. 

It is easy to arouse emotional feel- 
ings of group belonging. This is done 
all the time at employee socials and 
Christmas parties. Unfortunately, the 
feelings vanish as quickly as they 
come. Here is no foundation for build- 
ing an organization, but only an.emo- 
tional quicksand. The worker who is 
most carried away by the old “com- 
pany spirit” is probably just as sus- 
ceptible to feelings of union brother- 
hood. 
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It seems not only safer but more 
constructive to relate the job of the 
business leader to the other, more logi- 
cal side of human nature—where the 
need to belong to an organization is 
a directable, purposeful, intellectual 
force. Here we shall be considering, 
not “rhythms of the heart,” but 
“rhythms of the head.” Let us think 
of this intellectual kind of belonging 
as the sharing of constructive activi- 
ty, and let us call it involvement. 

In attempting to strike deep into 
the heart of a worker with the same 


_ kind of method that works so splen- 


didly to sell toothpaste, we have over- 
looked an important distinction. When 
it comes to toothpaste, the worker does 
not really care; it is not a matter of 
moral conviction. People go along with 
the masquerade that says you should 
use a given brand because it will make 
you look like a certain movie star. 
But when it is a matter of a man’s 
work, bearing on so much of his ra- 
tional nature and so much of his daily 
life, then he must be treated like a 
man. To illustrate: 


Supermarkets hire many teen-agers 
as “bundle boys.” My company, Su- 
preme Markets, used to follow the 
popular practice of handing them a 
little propaganda piece, starting with 
the theme, “Little Leaks Sink Big 
Ships,” and going on to tell how an 
unnecessary bag on the floor or a light 
left burning might put a busy super- 
market out of business. The effect on 
the sophisticated adolescents was im- 
pressively negligible. We have found 
it better to attack waste simply be- 
cause it is wrong—morally wrong— 
not because of economic consequences. 
We find that our young men appreci- 
ate the compliment to their self-re- 
spect. 

A brochure currently supplied by 
one of our large trade associations 
seeks to motivate the newly hired 
teen-ager by stressing how essential 
the food business is, how many prod- 
ucts come from mysterious lands ov- 
erseas, how many fortunes have been 
made. This is supposed to inspire him 
to place the eggs on the top of the 
sack rather than on the bottom! Why 
isn’t it both simpler and more effec- 
tive just to tell him to pack the eggs 
this way so that they don’t get broken? 
Again, it is a compliment to assume 
that he would not want to do any- 
thing that might keep the people who 
pay for eggs from being able to use 
them when they get them home. 


When we assume—and many of our 
professional personnel people do as- 
sume—that people really do not want 
to work and somehow must be moti- 
vated (which means manipulated) by 
sugar-coated pills, we not only injure 
their sense of integrity but do some 
of the very harm we are trying to 


avoid. There is an instinctive caution 
that makes people distrust techniques 
of manipulation when these are 
brought to bear on basic values. The 
distrust may carry over to much else 
that management stands for. 

Sound personnel practices, or even 
sound “human relations,” by them- 
selves do not solve the productivity 
problem. Such practices are praise- 
worthy and help remove the negative 
factors; as business managers in a free 
society and as responsible human be- 
ings, we have an obligation to treat 
people humanely and with dignity. 
But let us do this because it is civil- 
ized and fitting. Let us not distort 
our obligation with any _half-true 
theory that we will be paid off with 
greater productivity. 

We can get productivity simply by 
asking for it, by insisting on it, by 
setting high standards for manage- 
ment and employee alike. For pro- 
ductivity is basically a moral problem. 
Management has a moral obligation 
to society and to each worker to in- 
sist on peak performance. The worker 
owes an obligation to himself pri- 
marily to give his best. 

Consider yourself a new worker in 
an organization. Your superior ex- 
plains your responsibilities, without 
apologies or romance, and concludes: 
“And now, sir, we want you to know 
—and you'll be glad to know—that 
we have very high standards here. We 
want from you the best you've got— 
the very best you can deliver.” Would 
this antagonize you? Would it not 
rather compliment your self-respect? 

Such an approach imposes stern re- 
sponsibilities on management. Man- 
agement must maintain high stand- 
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ards for its own performance—for 
“housekeeping,” for supplying and 
maintaining capital equipment, for 
planning, for discipline. The moral 
appeal is a strong and powerful one, 
but it must be applied sincerely, con- 


scientiously, and self-critically if em- 
ployers and employees are to grow 
toward a moral partnership and a 
strong sense of mutual obligations. 

Paul Cifrino. 


HARVARD BUSINESS REVIEW 
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Where Is Labor Headed ? 


N CONSIDERING the future of labor, 
I I'd like to discuss three important 
questions. The first is, “What is the 
underlying philosophy of the Ameri- 
can labor movement?” Or, if you 
please, “What is it unions want?” 

The second is, “What changes are 
taking place on the American labor 
scene, and how do they affect de- 
mands for the future?” 

And the third: “What are some 
of the major trends in collective bar- 
gaining, looking ahead a decade?” 

Turning to the first question, one 
prominent labor leader said, “Union 
members do not own bakeries or 
laundries, department stores, dairies 
or newspapers, or great farms. There 
is only one thing they own—their 
labor. They join our unions for only 
one purpose: to sell their labor for 


the highest price they can get con- 


sistent with their organized strength 
to sell, and under the terms and con- 
ditions of the marketplace.” 

From George Meany’s article in 
the March, 1955, Fortune: “Our goal 
as trade unionists is modest, for we 
do not seek to recast American so- 
ciety in any particular doctrinary or 
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ideological image. . . . In the econ- 
omic realm, collective bargaining is 
a means of prodding management to 
increase efficiency and output and of 
placing upon trade unions great re- 
sponsibility to limit demands to prac- 
tical reality.” 

These statements do not exhaust 
the philosophy of the American labor 
movement; but, by and large, they 
represent the dominant philosophy of 
the movement—the only labor move- 
ment in the world which is not seek- 
ing to change radically the basic 
features of the society in which it 
lives. 

The second question I want to turn 
to is: What changes are taking place 
on the American labor scene, and 


how will these affect the basic de- 


mands of collective bargaining? 

First of all, there has been a rise 
in the proportion of women in our 
workforce and a rise in the propor- 
tion of older workers. There has been 
a substantial change in the occupa- 
tional composition of our workforce: 
more technical, professional, and staff 
people; more craftsmen and foremen; 
fewer laborers. 


Standards of education are rapidly 
changing. We are going to have a 
labor movement where a substantial 
proportion of members will be high- 
school graduates and where many will 
have been to college. 

In addition, there are important 
changes going on in the union move- 
ment itself. The union movement is 
larger than it was and larger pro- 
portionately than it was. In the 1920's 
it ran from about 8 to 10 per cent 
of people gainfully employed in non- 
agricultural production. Today the 
figure is in the neighborhood of 31 
to 33 per cent. A small splinter move- 
ment can successfully pursue policies 
that do not pay much attention to 
the community. A large labor move- 
ment must heed public opinion in 
order to survive. 

Now for the third question: What 
are the major, long-range trends at 
work in collective bargaining? 

First, we should expect continued 
reduction in hours and fewer de- 
mands for better hours. In 1850 the 
average workweek in industry was 
69 hours; by 1940 it had been re- 
duced to 40 hours. 

Some people complain that no 
change has been made since 1940. I 
think that’s a mistake when one con- 
siders the growth in vacations and 
holidays with pay. Although this lei- 
sure time is scattered through the 
year, it averages 2.4 hours less work 
a week. So, in fact, the average work- 
week has been reduced since 1940. 

The second long-run trend is the 
relative importance of fringes. I think 
the concern with unemployment ben- 
efits is apt to be less important in 
the decade ahead than the concern 


with pensions, health, and welfare. 

This statement is made on the as- 
sumption that unemployment in this 
country will continue to affect rel- 
atively few people. 

At the same time, the proportion 
of older people is rising substantially. 
The country is becoming more health 
conscious. Retirement problems and 
health problems, therefore, are apt to 
receive more attention than they have 
so far in collective bargaining. 

I also want to call your attention 
to a reversal of a traditional position 
in bargaining. Traditionally in Ameri- 
can management, there was a great 
desire to push incentive systems; and 
the labor movement traditionally op- 
posed such systems. I think one of 
the significant things that has hap- 
pened in the last decade is that the 
American labor movement, by and 
large, has overcome its Opposition to 
them. This is partly because it now 
understands various forms of incen- 
tives and has experts to manage them. 
It is partly because of rapid technical 
changes which permit labor to reap 
additional benefits, and also because 
old-fashioned incentive plans which 
emphasize skill factors are being re- 
placed by new plans where there is 
more emphasis on responsibility. 

As long as price fluctuations aren't 
violent, we seem to be seeing an 
extension in length of contracts. The 
latest figures from the Bureau of Labor 
Statistics show that 65 per cent of 
major contracts in the country run 
for two years or more. This develop- 
ment, I think, is likely to continue. 


@ From an address by John T. Dunlop 
(Professor of Economics, Harvard University) 
before a General Foods 

Personnel Conference. 
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improving the Quality of Decisions 


OME MANAGERS pride themselves 
S on their ability to make hair-trig- 
ger decisions, on never delaying or 
holding up a subordinate. But arbi- 
trary decisions made for the sake of 
“getting things settled” are often 
wrong. 

At the other extreme is indecisive- 
ness. It is safe to say that the tension, 
bad feelings, and loss of enthusiasm 
caused by superiors’ failure to make 
decisions affect the productivity of 
subordinates to a considerable degree. 

Once a decision has actually been 
made, it is often helpful to put down 
—in the minutes of the meeting, or 
in a memo—a statement of the de- 
cision and the action required, set 
forth so that they stand out. They 
should include, under “action re- 
quired,” answers to three. questions: 
Who? What? When? 

Techniques useful in the decision- 
making process itself include: 

List of pros and cons. It is rather 
startling to see how this simple de- 
vice will sometimes point out a clear 
solution to a very difficult problem. 

Tally of gains and losses. This is 
an elaboration of the list of pros and 
cons. Here, however, the attempt is 
made to put a numerical value on 
each. Sometimes this numerical value 
can be translated into dollars. But all 
problems do not lend themselves to 
cost study; and even where good cost 
data are available, intangible elements 
may be decisive or may overshadow 
the cost portion of the problem. In 
the tally, gain and. loss columns are 
set up for each proposed course of 
action. Some gains are more important 
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than others. Therefore, we look over 
the list and decide which gain or loss 
is most important. This gets a value 
of 10. Then every other gain or loss 
is assigned a number, plus or minus, 
depending on its worth in relation to 
10. 

Factor analysis. After identifying 
the factors and assigning weights, we 
should rate every alternative proposal 
on each factor. The rating, multiplied 
by the “weight,” determines the rela- 
tive importance. All factors put to- 
gether determine the relative proba- 


bility of success for each alternate pro- 


posal. In evaluating alternatives, we 
should realize that the more alterna- 
tives there are to choose from, the 


‘better the decision is likely to be. 


As a result, our attack might well 
pose the question, “How many alter- 
natives can we develop?” rather than 
merely, “Is there another way?” 
Solicitation of opinion. One device 
we all practice is soliciting the opin- 
ions of our associates. We don't even 
consider it a technique; it seems to us 
more a matter of courtesy or of com- 
munication. When the specific ques- 
tion is posed, try to answer three 


principal questions from the point of 


view of the person being solicited: 
What are the specific gains or bene- 
fits to be achieved? What are the 
risks or possible losses? What will 
be the effect on the company and on 
the group for whose work the person 
contacted is responsible? 

That's just horse sense, you say— 
and it is, as far as you are concerned. 
You are convinced, after checking 
around, of the decision that should 


be made. But your superior? He, too, 
wants to be sure you have touched 
the bases. A convincing device is a 
score Sheet, listing the three main 
questions across the top. Under each 
—in telegraphic style—jot down the 
reaction of each person contacted. 
Trial run. It is often practical to 
set up a test situation. -The pilot lot 
or pilot plan is in this category. 
Standard of reference. A set of facts 
and figures that are universally ac- 
cepted, even though there may be some 
disagreement on details, can be the 
biggest ulcer saver of all the points 
discussed so far. In one company there 
were constant arguments about the 
time it took to develop and design a 
new product. Sales felt it took too 
much time; engineering felt there was 
never time enough; manufacturing 
never knew when to count on the 
product's availability; accounting could 
not project major tooling and facilities 


expenditures. The problem was largely 
solved by establishing a set of anti- 
cipated preproduction times. A-Day 
was set as the time when the product 
would be available for production as- 
sembly. The anticipated completion 
dates for the four categories of en- 
gineering work necessary were set in 
terms of number of months back from 
A-Day. 

Using your subconscious. In any 
discussion of decision making, even 
one centered on facts and figures, we 
should not overlook the part the sub- 
conscious mind plays. Study the prob- 
lem, the facts, and alternative solu- 
tions; talk it over with yourself— 
that is, tell your subconscious; then 
let it alone to simmer with the other 
recorded experience in the back of 
your head. 


® From an address by Richard Muther 
before the Annval 
Management Engineering Conference. 


Check List for Manual Handling 


HOW SAFE AND EFFICIENT is manual handling in your plant? Each 
question on the following list that you can answer in the affirmative 


adds to your plant’s rating. 


Do all employees know how to lift properly? 
Are gloves, goggles, aprons, safety shoes, and other personal pro- 


tective equipment furnished? 


Is flooring safe for loads, and in good condition? 
Are aisles and ramps kept clear for traffic? 


Is lighting adequate? 
Are materials piled properly? 


Are tools and accessories used for handling in good condition? 

Are storage racks and other facilities sufficient and safe? 

Are bridge plates in good condition? Are they secure? Are they 
nonslip? Are the edges turned up? Do they have hand holds for 


carrying? 


—wNational Safety News, 2/57 
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Automation and Push-Button Thinking 


IS NO DENYING that auto- 
mation raises a number of thorny 
questions, but when we clear away the 
Utopian speculation and the emo- 
tional fearfulness, we find that the 
“push-button” world does not appear 
very different from the one we have 
been living in. The danger is not in 
having push-button machines, but in 
being content with push-button 
thinking. 

No machine has the imagination 
that is to be found in even the least- 
developed human brain. The machine 
does not have emotions and senti- 
ments, volitions, hopes, aspirations, 
and ideals. The machine does not ex- 
periment, nor take inventive excur- 
sions. 

No machine has the human brain's 
versatility, sensitivity, or power of 
discrimination. No machine is a self- 
Starter, as the human brain is. And 
no machine has the power to collect 
and store bits of incidental informa- 
tion from which to fabricate some- 
thing new, such as a sonnet, a code 
of laws, an airplane—or even an 
automatic machine. 

Mental efficiency has been, is, and 
will be (as far as we know) the 
foundation of every other kind of 
efficiency. Our brain is the most com- 
plex organ of all creation, the most 
complicated structural apparatus 
known to science. It has about ten 
thousand million nerve cells. 

Most of us have millions of cells 
that we don’t use. Our output of in- 
formation may be only one part in a 
million of our input: our creative 
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flights are only a small fraction of 
what they could be. We develop our 
muscles by exercise and nourish our 
bodies with food, but too often we 
feed our brains only on trivialities 
and exercise them only under protest. 

Automation will, according to Pro- 
fessor Norbert Wiener, of Massachu- 
setts Institute of Technology, lead to 
the human use of human beings; that 
is, to our using man’s specifically 
human qualities, his ability to think, 
to analyze, to balance and synthesize, 
to decide and to act purposefully. 

All this means taking a step for- 
ward from the Machine Age, which 
in itself has produced a higher stand- 
ard of living for more people than 
the Utopians of the hand-labor cen- 
turies dreamed of. 

Automation, at the time, 
brings with it a demand for wide 
reappraisal of the industries it affects. 

The thoughtful man _ considering 
automation will quickly see that ques- 
tions of marketing, product design, 
distribution, pricing, and timing are 
tied in with mechanical operations. 
As Peter F. Drucker said so neatly 
in an article in Harper's Magazine: 
“Automation is not a box of tricks 
or a bagful of gadgets. Automation 
is a methodology.” It is the con- 
trolled operation of an entire factory. 

What are some of the important 
points to be considered? Automation 
demands long production runs and 
an assured or expanding market. The 
break-even point moves to a higher 
level of production. New marketing 
methods may be needed. It may be 


uneconomical to produce by machine 
something that was designed for hand 
manufacture; thus, redesign of the 
product may be called for. 

Finding men and women with the 
necessary skills will be another prob- 
lem. The man who operates the drill 
‘press today may not be fitted to serv- 
ice its tape-controlled successor to- 
morrow. 

Yesterday's workers were part of 
the production machine; under auto- 
mation they will be employed to 
design, build, service, and control. 
They will need an increasing ability 
to think, and increased understanding 
of mathematical and logical methods. 

It has been said that North America 
will need a million programmers in 
the next ten years. These will not be 
men and women with high gadgeteer- 
ing skill, but people trained to use 
their brains. 

Developments in automation pre- 
sent a challenge to both educational 
systems and employers. A_ greater 
degree of literacy will be required of 
everyone—real literacy, not just the 
ability to read instructions. 

It is not enough to be trained in 
technical skills: We must also keep 
ahead of social changes; and only 
liberal education can help us to do 
that. Sir Robert Watson-Watt re- 
marked on a visit to Montreal: “I 
have suffered more in the conduct 
of my business from people who are 
brilliant and ingenious in their own 
techniques, but who have not been 
educated in being human beings.” 

It is not only workmen who are 
affected by automation. Management 
will not stand the test of this age by 


intuition. The day of the lucky guess 
in replacing a machine, the day of 
rule-of-thumb selection of assistants, 
the day of haphazard methods any- 
where—that day was yesterday. 

The manager in a business where 
automation prevails will have to be 
highly educated in handling systema- 
tic knowledge, though he may have 
no college degree. He will need a 
broader-than-ever-before understand- 
ing of all phases of production, and 
the wisdom to forecast with some 
clarity and confidence the direction 
of future events. 

Given a manager who is sensitive 
to the fact that a new era in business 
is already here (or perhaps in his 
particular line, just over the horizon) 
—what can he do? He must ask 
questions, conduct research, obtain 
more exhaustive knowledge of the 
environment of his business; and 
then he must apply his knowledge to 
many taken-for-granted policies and 
plans. Are they headed in the right 
direction? Is the sales plan adequate? 
Are personnel relations satisfactory? 
Has he set up a foolproof plan by 
which he will be informed continually 
about changes in all these factors? 

It is no disgrace even to the wise 
to learn and lend an ear to reason. 
Automation will separate the men 
from the boys, for example, in deci- 
sion making. Facts will be more 
quickly available than they are now. 
The advantage in business will go 
to the manager who has assured him- 
self of getting the facts completely, 
and has acquired the ability to ana- 
lyze them logically and act upon them 
speedily. 


67 


We may allow automatic machines 
to take over the drudgery of routine 
and the back-breaking jobs, but we 
must conserve and train ourselves for 
operations requiring judgment and 
highly developed skills. The machine 
will not isolate us from the great 


problems of nature, but it may plunge 
us more deeply into them. Automa- 
tion, in this sense, simply points up 
the increased need to understand our 
human environment. 


@ MONTHLY LETTER. 
(The Royal Bank of Canada). 
February, 1957. 


Handling ‘'Problem Personalities” in Conferences 


D° YOU REMEMBER having en- 
countered any of these “prob- 
lem personalities” at your last con- 
ference or training meeting? 

1. The know-it-all—the person 
who wants to impose his opinion on 
everyone else. 

Encourage other members to com- 
ment on his remarks freely. Let the 
rest of the group take care of him. 
Build up the confidence of the group 
in themselves so they will not be im- 
posed upon by this member. 

2. The person who wants to argue. 
This type is always trying to cross up 
the leader. He will quibble over the 
most trivial detail, and he loves to get 
the other fellow’s goat. 

The first rule in this situation is— 
keep cool. The leader should not lose 
his head nor allow others to do -so. 
Use questions. Draw him out and 
turn him over to the group. Keep 
members from getting personal. Get 
the opinion of the majority. 

3. The person who thinks you are 
telling him how to run his job and 
resents it. This person may feel he 
knows his job better than anyone else. 

Get him to feel that his experience 
can be valuable to others; that the 
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purpose of the conference is to ex- 
change ideas and pool experience. 

4. The overtalkative person—the 
one who wants to do all the talking. 

Be very tactful, but interrupt and 
ask others to comment. 

5. The shy member. Call on him 
by name to give an opinion, but ask 
him an easy question he is sure to 
answer well; and then praise him. 
Find something for him to do to help 
you in the conference—for example, 
hang up charts, assist in the demon- 
stration, or make a report. 

6. The obstinate person—has no 
time “for school”—doesn’t believe in 
these “new-fangled” ideas, and delays 
the progress of the meeting. 

Can wreck a conference if not han- 
dled properly. In a tactful way, bring 
the discussion to a close by calling for 
a vote on the question. Study him to 
determine his likes and dislikes and 
special interests. Try to win his per-— 
sonal friendship. 

7. The uninterested conference 
member. Ask direct questions about his 
work. Ask his advice about some fea- 
ture of the meeting. Quote tactfully 
some statement he has made to you 
outside the conference. Pick out some- 


thing in his department and point it 
up as a good example. Carefully bring 
up things in which you know he is 
interested. 

8. The person who attempts to get 
your opinion instead of giving his. 
Refer the question back to the group 
and then back to him. 

9. The person who carries a per- 
sonal grudge. Avoid discussion about 
his pet peeve. Explain that any prob- 
lem discussed must be for the great- 
est number, and that no _ personal 
gripes will be discussed. If the grudge 


group who hold a personal grievance 
against each other, avoid discussion 
between them and reschedule one of 
them for another time with a differ- 
ent group. 

10. The person who is wrong, but 
whom others in the group, out of re- 
spect, refuse to. correct. Always avoid 
direct criticism, sarcasm, and ridicule. 
Use indirect methods. Analyze a simi- 
lar case without reference to him per- 
sonally. Talk to him in private. 


From BETTER BUSINESS RELATIONS THROUGH 
EMPLOYEE MEETINGS 


is between two individuals in the (Chamber of Commerce of the United States). 


The World’s Richest Customer 


THE AMERICAN CONSUMER might be surprised to discover he is 
worth, in aggregate, close to a trillion dollars. 

Who is this wealthiest man in the world? What are some of his 
habits? How has he been enjoying his most prosperous years? 

To begin with, in many cases he isn’t doing the spending at all. 
In nearly two fifths of American homes, the wife holds the purse 
strings and pays the bills. Furthermore, she accounts for 60 per cent 
of all personal-consumption expenditures. 

Every day, consumers light up more than a billion cigarettes. 
They dial 51 million phones more than three times a day. In nearly 
50 million separate households, they spend $500 million a year on 
the care of 22.5 million dogs, some $60 million to feed the para- 
keets among their 19 million pet birds. 

They enjoy 40 million TV sets, 7.1 million of which were bought 
this year. They own 50 million cars and drive them far enough in 
a year to cross the country 175 million times. 

To toast the good times, in 1956 they raised glasses filled with 
champagne worth $45 million. 

But consumers are paying higher prices for their luxuries—and 
their necessities. A Colorado doctor looked over his records last 
week ‘and reported these price hikes since 1946: House calls, up 
from $3 to $5; tonsillectomy, up from $25 to $35; Caesarean sec- 
tion, up from $110 to $150. Only unchanged charge: Gall bladder 
removed ($150). “That was considered more of an operation in 
1946 than it is now.” 

—Newsweek, Vol. 48, no. 21 
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The Penalties of Oversimplification 


HOULD WE EXPECT job satisfaction 
S —and high  productivity—from 
the worker who spends all his work- 
ing hours, day after day and week 
after week, on a simple, routine op- 
eration? Do we challenge anything 
in him except his desire to stick it 
out until quitting time or the next 
payday? The answer is too often 

There has been an ever-growing 
tendency to assume that the closer 
we come to breaking down individual 
jobs into simple parts, the more ef- 
ficient our workers will be. The em- 
phasis of many personnel programs 
is on conditions, benefits, and ac- 
tivities that are not directly related 
to work performance. This leads to 
the conclusion that we pretty much 
accept the design of jobs in our or- 
ganizations as we find them. 

Management has even been ac- 
cused, by a human-relations con- 
sultant, of viewing work “as a kind 
of punishment that people must 
undergo in order to get satisfaction 
elsewhere.” 

Some companies, however, have 
discovered that it’s possible to make 
jobs fit people as well as to train 
people to fit jobs. They have under- 
taken to raise the skill demands of 
many jobs, to include a variety of 
related duties. They give the em- 
ployee an opportunity to make some 
decisions about the way the work 
should be done. The term job en- 
largement has been coined to describe 
their approach. 

Until about three years ago, man- 
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agement at Detroit Edison assumed 
that it had attained the ultimate in 
high production and low cost by 
mechanizing and specializing. Then it 
began to realize that, while specializa- 
tion and mass-production techniques 
have many notable advantages, they 
also have disadvantages. 

In some departments these dis- 
advantages became evident in three 
ways: the number of repetitive op- 
erations, the inability to utilize em- 
ployees’ special capacities, and the 
creation of needless or duplicate op- 
erations. Management © suspected, 
moreover, that many hidden and in- 
direct costs could be attributed to 
some extent to monotonous jobs. 
These were the costs of absenteeism, 
grievances, poor quality, and too many 
relief periods. 

In one case, forexample, machinists 
were doing highly specialized jobs 
over and over again. Such a high 
degree of specialization began to take 
its toll in low morale and lack of 
flexibility. Then, the company 
changed its policy. Each operator was 
assigned to any job related to his 
machine. Such free movement of em- 
ployees promoted teamwork, af- 
forded varigty, eliminated boredom, 
and helped increase efficiency. 

Job enlargement may also mean 
job upgrading, and result in higher 
pay rates. Over-all costs, however, are 
reduced and productivity is increased. 
Other advantages are increased job 
interest, greater flexibility of work- 
ers, elimination of needless opera- 
tions, less wasted time, and a re- 


duction in the over-all workforce. 

At International Business Ma- 
chines, the job-enlargement program 
has been in effect for about ten years. 
The origin of the program is said to 
have been a request by a lady press 
operator to the president of the com- 
. pany to permit her to “set up” her 
own machine—that is, to adjust it for 
different types of drilling jobs. As a 
result, a ratio of one set-up man to 
11 operators in this plant's drilling 
department in 1943 was cut down to 
one set-up man to 48 operators three 
years later. Today, everyone sets up 
his own machine. 

The benefits of job enlargement 
are also well illustrated in the ex- 
perience of the Colonial Life In- 
surance Company, East Orange, New 
Jersey. This company’s efforts to in- 
crease job productivity had resulted 
in a general trend toward specializa- 
tion in processing applications in the 
Underwriting Department. 

Under this work procedure, orient- 
ing new employees within the depart- 
ment was difficult. Absenteeism was 
high, and it was often difficult to 
cover all jobs adequately during pe- 
riods of absence. Buck passing be- 
came common, and efforts to trace 
errors to the person at fault were 
often futile; they merely brought forth 
the argument: “I didn’t do that work 
that day.” 

During 1954, this trend toward 
specialization was reversed. The job 
of each worker was enlarged, making 
the work less repetitive. Under the 
new arrangement, each employee was 
made responsible for all the opera- 
tions on applications. 


This procedure answered the need 
for adequate job coverage during pe- 
riods of sickness, vacation or absence. 


Job training simplified, and 
bottlenecks became practically non- 
existent. There was increasing under- 
standing of the department's work 
among the employees. 


What do the experiences of these 
companies augur for the future? 
Certainly job enlargement is not a 
gimmick or a cure-all for the dis- 
satisfied worker. In fact, there are oc- 
casions when job enlargement might 
create dissatisfaction. Actually, the 
job-enlargement approach is based on 
a people-oriented attitude. This is 
where designing the job to fit the 
individual comes in. 


Parenthetically, job enlargement 
can involve more than a reorganiza- 
tion of duties. There are many cases 
where the content of a job might be 
enlarged if a supervisor encouraged 
an employee to perform to the full 
limits of the job. The production re- 
sults the supervisor can obtain will, 
in large measure, depend upon his 
attitude toward the work group and 
their work. 


Likert’s work at the University of 
Michigan points up the fact that the 
employee who thinks his boss sees 
him only as an instrument of produc- 
tion is likely to be a poor producer. 
When this employee feels his boss 
is genuinely interested in him, his 
future, and his problems, he is more 
likely to be motivated to a higher 
level of production. 


®@ Edward A. Robie 
in MANAGEMENT METHODS. 
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The Art of Saying “Yes’”’ 


© we OF THE outstanding qualities 
of a successful man, whether he 
is an experienced manager or one who 
is new and yet to make his mark in the 
business world, is the way he decides 
to say “yes,” and the times and places 
he chooses for saying it. 

Of the two words, “no” is the shorter 
—the easier to voice. No exacts no 
effort, seldom jeopardizes one’s neck, 
and often gives the speaker a feeling 
of power. Although no may at times 
be the only right answer, let the user 
who frequently chooses it beware. The 
result it brings in its wake—inaction, 
a temporary but precarious safety, the 
frustration of the questioner—may 
some day harden into a heavy, inert 
weight to topple the no user from the 
top of the ladder, or keep him from 
making his way up from the lower 
rungs. 

The leader—the top-flight manager 
—knows when and how to say yes and 
isn't afraid to say it. He has, of course, 
already acquired the qualities that fit 
him for the responsibility of making 
decisions. He has learned to listen, to 
keep his mind open to new ideas, to 
recognize what is important, to know 
his own limitations and those of his 
associates. Above all, he has the cour- 
age to trust his judgment once he is 
faced with the decision he alone must 
make. 

Biological science states a universal 
law known as the law of atrophy with 
disuse. Just as the fakirs of India in- 
duce atrophy in an arm or a leg by 
holding it in one position for a long 
time, so does the man or business that 
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habitually says no to new ideas induce 
atrophy. The managements that prog- 


ress from one success to another are 


the ones that practice the positive side 
of the law of atrophy with disuse—the 
law of development with use. 


Does this mean that the manager 
should always agree with new propos- 
als? Of course not. “Yes-man” is quite 
properly a term of contempt. The yes- 
man can easily become as much of a 
handicap as a no-man, both to himself 
and to his company. Neither stimu- 
lates development. 


The businessman who gets ahead 
not only asks questions, but also listens 
to the answers. He takes for granted 
nothing that is important to the prob- 
lem at hand. He uses all his faculties 
to bring the facts to light—not just 
any facts, but those facts that are likely 
to influence his judgment in arriving 
at a decision. He will be wary of popu- 
lar assumptions, remembering that 
many popular assumptions of the past 
have been proved utterly wrong: that 
the sun moved around the earth, that 
the earth is flat, that tomatoes and 
potatoes are poisonous. 

Once he has reviewed the facts as a 
basis for charting his course, the leader 
makes his decision. If his decision is 
yes, it is a decision for action. He may 
be staking his own fortunes, and often 
those of his followers or his business, 
on his judgment; but-he realizes that 
positive action is one of the stepping 
stones to success. 

CLIENTS’ SERVICE BULLETIN. 


(The American Appraisal Company). 
Vol. XXXIV, no. 1. 


Industry Puts Color to Work 


overhead cranes, 


and workbenches have never 
been considered among the world’s 
loveliest objects, yet many companies 
are spending substantial sums of mon- 
ey these days to cover these produc- 
tion facilities with attractive colors. 
Large sums are also being spent on 
the interior décor of offices filled with 
equally utilitarian typewriters and ac- 
counting machines. 

Some skeptics may look upon this 
development as _ needless extrava- 
gance. But thousands of companies 
that have surrounded their employees 
with color in recent years report that 
the benefits are more than worth the 
cost. 

These firms are convinced. that 
through the use of proper color, pro- 
duction can be improved, accidents 
can be reduced, and employees can 
be made happier and more coopera- 
tive. One color consultant comments: 
“Functional color is not merely in- 
terior decoration; it is not concerned 
with appearance per se. It seeks to 
put color to work in certain specific 
ways and to prove its case in terms 
of practical results.” 

The application of this philosophy 
produces a somewhat startling effect 
on anyone who is used to the fac- 
tory’s traditional dress of dark brown 
and drab green. At the CBS Hytron 
plant in Danvers, Massachusetts, for 
example, steel beams in the assembly 
department are painted light  tur- 
quoise, and the walls and ceilings 
are a light yellow. Machinery is also 
painted turquoise. The floor is gray 


and red. Red is used also in entrance 
ways and locker rooms. 

Color subtly influences our atti- 
tudes toward a number of activities. 
Most people associate light. bright 
colors with spaciousness, light weight. 
and comfortable temperatures: and 
dark, intense colors with the reverse. 
The association is so strong. the ex- 
perts add, that color can often tool 
us. This was shown at Western Elec- 
tric a number of years ago-in an 
experiment involving light- and 
dark-colored tote boxes. The latter 
were considered much heavier than 
the former by the workers who lifted 
them, although actually all the boxes 
weighed the same. 

The effect of color on emotional 
attitudes is equally dramatic. Many 
personnel men have found that bys 
getting rid of drab_ green filing 
cabinets, dark brown furniture, and 
depressingly black production ma- 
chines; and by making the dominant 
colors in the shop and office light 
gray, light green, light brown or blue. 
they generate a noticeable improve- 
ment in morale. 

This is only part of the story. 
however. Besides its psychological 
effects, color has much to do with 
the efficiency of seeing. What the 
experts have learned here, in essence. 
is that by using the correct colors, 
factors causing eyestrain in a given 
work situation can be reduced or 
eliminated. The amount of light re- 
flected on a workbench can be in- 
creased by painting the surface a light 
color. If an employee has trouble see- 
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ing his work clearly,.the surrounding 
area can be painted a_ contrasting 
color. If there is too much light, 
subdued colors can be used to soak 
up the excess illumination. 

Another important application of 
functional color is to highlight im- 
portant points within the field of 
vision. The eye is constructed im such 
a way that it is quickly attracted to 
the brightest spot in this field. Thus, 
by painting emergency stop and start 
switches a bright orange, for ex- 
ample, the worker is able to see them 
more quickly in case of trouble. 
Likewise, when safety hazards, such 
as low-hanging pipes, protruding 
levers and valves, bottom steps in 
stairwells, and tote boxes that spend 
a lot of time sitting on the floor, are 
painted in bright, arresting colors, 
the chance of accident is reduced. 


The key question, of course, is 
whether all this theory about func- 
tional color actually pays off in dol- 
lars-and-cents savings. There are a 
number of indications that it does. 


One of the classic proofs is the 
color job done at the wire-rope divi- 
sion of Jones & Laughlin Steel Cor- 
poration (Muncy, Pennsylvania) 
shortly after World War II. Copious 
quantities of wine red, bright yellow, 
and light green were applied to ma- 
chines, structural columns, pipes, 
walls. and floors of the firm’s shops. 
After workers had been living with 


this new color scheme for three years, 
plant officials reported that the num- 
ber of lost-time accidents had been 
reduced 38 per cent; absenteeism had 
dropped from 5 to 2 per cent; turn- 
over was down from 4 per cent to 
0.4 per cent. Also, during the three- 
year period, production efficiency in- 
creased 10 per cent. 

“An appreciable portion of this 
achievement.” officials added, “can be 
directly attributed to our color-dy- 
namics program.” 

Zenith Radio Corporation has been 
using functional color in its shops 
for roughly the past seven years. Dur- 
ing this period, there has been ex- 
actly one serious accident in the 
punch-press department. Before the 
color scheme was changed, there had 
been at least two serious injuries per 
year. Painting overhead pipes, load- 
ing-dock edges, and similar hazard- 
ous spots in bright colors has also 
reduced the number of falls and head 
injuries. 

Even the most ardent functional- 
color enthusiast will decline to make 
the flat statement that color, by itself, 
can save every company substantial 
sums of money. But, say the experts, 
color—used in conjunction’ with 
other human-relations tools—can do 
much to reduce these troubles. Ex- 
perience to date indicates that the 
experts are right. 


@ Phil Hirsch 
in COMMERCE. 


| ATTRIBUTE the little | know to my not having been ashamed to 
ask for information, and to my rule of conversing with all descrip- 
tions of men on those topics that form their own peculiar profes- 


sions and pursuits. 
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—JOHN LOCKE 


Are Your Communications Doing the Job? 


MANUFACTURES and 
distributes not one type of pro- 
duct, but two: the economic product 
on the one hand, and the social pro- 
duct on the other. We manufacture 
certain relationships: the relationship 
between management and employees, 
between plant and community, be- 
tween company and government, be- 
tween supplier and company. Just as 
we have to merchandise the economic 
product in order to gain market ac- 
ceptance. we also have to merchan- 
dise our social product. 

Most people will agree that our 
industrial system is superior to our 
skill in merchandising it. We have 
great research laboratories working 
constantly to develop new products. 
But in the social field the tendency 
of American industry has generally 
been to resist new developments. 

Consider, for example, the area of 
job benefits. The fringe-benefit pack- 
age is costing more and more these 
days. In 1930 it cost industry only 
about half a million dollars. The best 
estimate for 1955 is $11 billion. 

What are companies getting for 
this tremendous expenditure? We 
know they grant benefits, theoreti- 
cally, to reduce personnel turnover; 
to “build a sense of security, morale 
and loyalty; to protect the employees; 
and to remain competitive in tight 
labor markets. But there is a great 
deal of doubt among many companies 
as to whether they achieve these ob- 
jectives. Twenty-six out.of 50 com- 
panies in a recent survey said that 
they do not believe employees realize 


Or appreciate what is being done in 
the way of job benefits. They take 
them for granted. 

In addition, 19 of these 50 com- 
panies said that they do not believe 
their communications are very effec- 
tive in putting their story across, or 
gaining employee understanding. This 
situation calls for a careful study of 
communications, and presents a great 
opportunity to do a better job of 
merchandising. 

One company made a careful study 
of its whole employee-benefit pro- 
gram, including the pension plan, 
which was paid for entirely out of 
company funds. They were amazed 
to discover that 83 per cent of the 
emoloyees were under the impression 
that part of the cost of this pension 
plan was taken out of their wages. 
Significantly, the survey revealed that 
employees who knew the facts rated 
the pension plan highest. 

We must help the employee to un- 
derstand how he can achieve security 
by explaining how he helps make re- 
tirement on pension possible. The 
company can pay pensions because it 
is able to meet competition. It can 
stay competitive only if its employees 
ure productive. 

Many manufacturing employees 
agree that they can do a great deal to 
help management meet competition. 
But most of them say there is little 
communication between management 
and the rank-and-file worker. 

There are four steps that add up 
to creating a better employee attitude 
toward cost cutting: (1) Create 
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awareness; (2) get participation; (3) 
set up realizable goals; and (4) build 
a sense of reward. 

One big company—Du Pont—is 
making extensive use of small discus- 
sion groups to get employees to par- 
ticipate and become involved in the 
problem. These meetings are produc- 
ing more efficiency, greater participa- 
tion and worth-while suggestions. Im- 
proved face-to-face communications 
have built a better work spirit. 

Other communications media are 
being used by management, like su- 
pervisors’ meetings. Use of employee 
letters is on the rise. This form of 
communication is inexpensive, flexi- 
ble. and amazingly effective at the 
grass roots. Plant tours are on the in- 
crease, and motion pictures are now 


used by about 40 of the 50 compa- 
nies surveyed. 

We know from many studies that 
there are certain roadblocks in the 
flow of ideas between employees and 
management. Two of these, which are 
continually turning up in expressions 
of employee attitudes, are “You won't 
share with us,” and “You don't care.” 
Where workers feel that management 
puts efficiency ahead of everything, 
management faces a roadblock to un- 
derstanding that can be overcome only 
by constantly expounding its sales ar- 
gument to employees through every 
possible medium. 


@ From an address by Dr. Claude Robinson 
(President, Opinion Research Corp.) 

before the seventeenth Personnel Institute 
of Ohio State University. 


Big Business: A Teen-Ager’s Viewpoint 


BUSINESS IS MISSING THE TARGET with its efforts to inform young 
people about the world of commerce and industry, judging from a 
recent survey of 1,923 teen-agers in 42 cities throughout the coun- 
try. Conducted by Gilbert Youth Research Co., the survey revealed 
that the attitude of many teen-agers could be summed up in the 
statement: “Big businesses run everything in America—they have 


all the money.” 


Asked to express whatever came into their minds when they 
heard the phrase “big business,” 31 per cent responded by picturing 
a sort of giant monopoly spread across all America. Many feared 
that in the future all free enterprise would be swallowed up in 


one or two gigantic trusts. 


One third of the young people believed that electric and _tele- 
phone companies make between 25 and 49 cents on every dollar 
of income: one out of ten thought they make 50 cents or more. 
Only 19 per cent of the teen-agers could even vaguely define com- 
mon stock or had any idea of the number of stockholders in large 


companies. 
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—Industrial Relations News 


You Can Avoid Freak Accidents! 


NCE IN A BLUE MOON comes the 

freak accident. It's the unusual 
one that sporls your otherwise top safe- 
ty record. It really costs. For baseball 
teams it-can mean loss of the pennant. 
For actors it can mean breaking off 
a long-run engagement. For manage- 
ment in manufacturing plants it often 
means loss of big money and many 
man-hours. 

What do we mean by freak acci- 
dents? Let's examine three fatal acci- 
dents that occurred in three compan- 
ies. In one, a heavy pipe a maintenance 
crew was removing struck a man and 
killed him. The pipe fell when a 
cable slipped from a single clamp on 
an overhead support. In another com- 
pany, a man was overcome by gas 
and drowned in water being used to 
clean out a long-idle storage tank. In 
the third, a painter working on a 
_ framework supporting a bus bar was 
electrocuted when he touched the bar. 
The victim thought the power had 
been cut off. It was cut off from one 
source—but not from another. 

Any of these accidents could have 
occurred in any manufacturing plant. 
None of them happened on direct 
production work. In each instance the 
work was unusual and unlikely to be 
repeated. In each plant the fatality 
spoiled an excellent safety record, in- 
dicating a good safety job on normal 
production and most other regular 
work. 

Only recently has the cost of the 
unusual mishap been measured in in- 
dustry. The findings, obtained by Em- 
ployers Mutuals of Wausau in a samp- 
ling of more than 600 firms with 


worse-than-average accident-loss rec- 
ords, were startling: 

In 67 per cent of the cases, “bad 
safety records” were charged to just 
one serious accident that cost from 
$500 to many thousands of dollars. In 
15S per cent, two bad accidents were 
the causes. In only 5 per cent was the 
bad record chargeable to repeated mis- 
haps. 

Thus accident frequency had little 
effect on the total cost of accident 
losses in 95 per cent of the cases. 
According to the Employers Mutuals’ 
study, these facts weaken the widely 
accepted rule: “If you control accident 
frequency you control accident sever- 
ity.” It is true, and important, that a 
general reduction in frequency also 
reduces severity generally. That's the 
logical backbone of any long-term 
safety program. But such a reduction 
does not control freak accidents. 

“In no case,” explains Clyde Schlue- 
ter, manager of Employers Mutuals’ 
accident-prevention department, 
“should the single severe-injury type 
of mishap be dismissed as just an 
unusual case that fits no pattern and 
couldn't possibly happen again.” 

He suggests five steps to take: 

1. Find what the pattern is. The 
following points, says Schlueter, are 
characteristic of the freak-accident pat- 
tern: 

Many infrequent severe-injury acci- 
dents happen in plants with an other- 
wise excellent safety record. 

Many of these accidents are of a 
type that could occur in almost any 
plant—not necessarily because of haz- 
ards peculiar to that plant. 
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Some accidents stem from such un- 
usual circumstances—which probably 
will never occur again—that special 
control procedures just can’t be set up. 

Most “unusual” accidents are in 
nonproduction work (activities sup- 
porting production operations but not 
a direct part of them). 

2. Plan for the unexpected. Lack of 
prepdration appears to be the real 
cause of freak accidents in nonrepeti- 
tive, nonproductive work. If you set up 
standard job practices and procedures 
that incorporate safety for regular op- 
erations, it’s just a simple step further 
to set up emergency procedures for 
unusual jobs. 

Schlueter says that for the infre- 
quent operation where standard prac- 
tices aren't workable, the supervisor 
should give individual consideration 
and planning to the job before it be- 
gins. He should visualize every step 
of the work to be done, analyze how 
to do it efficiently and safely, con- 
sider possible hazards at every stage. 

The supervisor should also consult 
the men who will do the work or 
those who have done similar jobs be- 
fore. If necessary, he can get technical 
help from people with special knowl- 
edge of the operations. If the foreman 
of the painting crew involved in the 
electrocution case had checked with 
the plant electrician, the circuit prob- 
ably would have been completely 
checked and de-energized. 

3. Supervise closely. After careful 


study, develop a job procedure with 


adequate safety measures. Explain each 
step to the people who-will do the 
work. Be sure the procedure includes 
safeguards or _ personal protective 
equipment, and a check to see wheth- 
er the equipment is in good condition. 
Failure to consider this last step was a 
major factor in the falling-pipe fatali- 
ty. 

When potential hazards in- 
volved, repeat instructions until every 
person understands them. Once the 
work begins, supervise closely to see 
that job instructions are understood— 
and followed. 

4. Know your workers. Sometimes 
the most unusual problem comes from 
an employee's unexpected action, es- 
pecially if you're using a new em- 
ployee. Until a supervisor knows what 
a man may do under certain circum- 
stances, he shouldn't leave him on his 
own where a hazard may develop. 

5. Accept responsibility. Manage- 
ment. must become really sold on the 
idea of preventing unusual accidents. 
The supervisor or manager can do 
his part by trying to recognize haz- 
ardous situations before an accident 
takes place, and taking corrective steps 
if an accident does happen. Once em- 
ployees realize that their boss cares 
about their safety, they are more likely 
to start caring about it too. 

@ FACTORY MANAGEMENT AND 


MAINTENANCE. 
March, 1957, p. 136:2. 


RESEARCH is an organized method for keeping you reasonably dis- 


satisfied with what you have. 
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—CHARLES F. KETTERING 


American Industry Goes Abroad 


|\MOST EVERYWHERE in the free 
A wont, U.S. capital and know-how 
are joining up with foreign manpow- 
er and materials, and the result is a 
better life for millions of people. In 
Saudi Arabia, Arab workers are build- 
ing a pipeline to tap the Arabian 
American Oil Company's new Safaniya 
field. Outside Manila, Filipinos are 
turning out tires in a new Goodyear 
plant with all the efficiency of their 
U.S. counterparts. Peruvian workers 
are manufacturing chemicals at W. R. 
Grace’s Paramonga plant. It all adds 
up to a giant private Point Four pro- 
gram. 

Today the foreign investment pace 
is quickening, and the benefits to oth- 
er countries are growing larger. In all, 
thousands of risk-taking businesses— 
ranging from giants like the Arabian 
American Oil Company (with a $750- 
million stake in the Middle East) to 
a small ink maker (with a $1,750 
project in the Netherlands)—had in- 
vested a record of $19.2 billion in 
plant and equipment in foreign coun- 
tries by the end of last year. 

Direct investments were expected 
to climb another $2 billion in 1956, 
as against $1.5 billion in 1955. Last 
year, Americans earned a record $2.8 
billioon—almost 15 per cent—on their 
direct foreign investments. 

Despite some lingering and thread- 
bare talk of dollar imperialism, most 
foreign countries don't begrudge U.S. 
industry's effort to make a_ profit. 
Théy not only welcome American cap- 
ital and know-how, they actively solicit 
them. The Netherlands, Belgium and 


North Ireland, to mention just three, 
have set up organizations to hunt the 
Yankee dollar. 

They want the money, of course, 
because they know it means jobs for 
their citizens. And U.S. companies 
abroad deliberately employ as many 
foreign nationals as possible. National 
Cash Register has 18,000 people in 
its foreign operations; only six are 
Americans. 

The benefits spread far beyond im- 
mediate employees. When Sears, Roe- 
buck & Company opened its first Mex- 
ico City store in 1947, it figured it 
would have to import 70 per cent of 
the merchandise. Now it actually buys 
91 per cent of its supplies in Mexico. 
Sears taps about 1,300 local sources, 
some of which the company itself 
helped set up. Some 600 farmers earn 
more than $6 million a year providing 
fruits and vegetables for H. J. Heinz 
Co.’s canning operation in Leaming- 
ton, Ontario. 

American companies operating 
abroad need healthy, well-trained 
workers to get their jobs done. In 
many cases, that has meant setting 
up schools and hospitals. But their 
activities have gone beyond even that. 
They have built houses, roads, rail- 
roads, dams, power stations. They ve 
set up college scholarships, financed 
research in tropical diseases. 

Furthermore, the taxes and royal- 
ties American companies pay on the 
earnings from their foreign invest- 
ments have brought truly fabulous 
benefits to some countries. Venezuela, 
for instance, collects about $500 mil- 


79 


lion a vear from foreign oil operations. 


“Doing business overseas,” observes | Tewards—if you succeed—are worth 
National Cash Register President Stan- the effort, many times over.” 
lev C. Allyn, is “largely a matter of = oe. 
learning to live with the complexities : Prony Ppt 
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A Check List for Quality Control 


AS A SUPERVISOR, you may wonder how well you are controlling 
quality in your plant or office. The following list of questions will 
help you determine where you stand. The supervisor who can 
answer “yes” to most of the questions can rate himself a good 
controller. 

1. Do you explain to each worker exactly what quality is ex- 
pected on his job? 

2. When work is rejected, do you make sure that the workers 
concerned know what is wrong and exactly why it was rejected? 

3. Have you a plan of close cooperation with the supervisor of 
the department from which your work comes and the supervisor of 
the department to which your work goes to improve quality? 

4. Do you get a list of all the defective work in your depart- 
ment each week or month so you can take definite steps to pre- 
vent similar defective work during the next period? 

5. Do you set aside a definite amount of your own time for 
actual inspection of the work in your department? 

6. Do you have a system for getting suggestions from your 
workers on improving quality? 

7. How long since you have had a personal talk with each of 
your workers about the quality of his work? 

8. Are you making full and effective use of a departmental 
bulletin board for posting facts about quality, about defective work, 
and for exhibiting examples of good or bad work? 

9. Do you keep your workers informed of the cost of defective 
work in your department? 

10. Do you have any method for arousing the pride of your 
workers in their workmanship? 

11. Have you systematically acquainted each worker with the 
relationship of quality workmanship to job security? 

12. Do your men thoroughly understand the relationship be- 
tween quality workmanship and the opportunities for promotion 
and advancement? 

—JAcK REVoyr in a paper released by the 
Extension Division, University of Wisconsin 
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SPECIAL NEW BINDERS for SUPERVISORY MANAGEMENT 
to keep your copies of this “basic management tool” in permanent 
form... 


@ cach binder holds a full year’s 
issues 


sturdy russet-color 
leatherette 


e@ embossed and imprinted in 


gold 


especial grip-tooth arrange- 
ment holds copies firmly in 
place 


@ binders open flat, insuring 
full readability 


price: $2.50 each 


Binders similar to that described above are also available for PERSONNEL 
Magazine, THE MANAGEMENT REVIEW, MANAGEMENT NEWS, and 
conference publications in all divisions at $2.50 each. 


Order from DEPARTMENT SJ, AMERICAN MANAGEMENT ASSOCIATION, 1515 Broadway, Times 
Square, New York 36, N. Y. 
AMA will pay norma! postage and handling charges on all orders accompanied by check of money order. Orders 


under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accomponied by remittance, 
will be billed for postage and handling charges. Add 3% sales tax for orders to be delivered in New York City. 


